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JAMES BRISTOCK BRIGDEN: A TRIBUTE 


A few weeks ago there died in Tasmania a fabulous old man who 
almost single-handed founded an Australian school of political 
economy, and who did more than most to discover, train, aid and 
encourage its acolytes and prophets. His name was Lyndhurst 
Falkiner Giblin, and among his more prominent discoveries was James 
Bristock Brigden, who very quickly became his trusted collaborator 
and intimate friend. Giblin had accepted the task of arranging tribute 
to Brigden’s memory in a notice of this kind, but his design was only 
; half-formed when advancing infirmity compelled him to confide its 
completion to me. 

“‘L.F.’’ would have reminded us that Brigden was born in 1887 
on the old goldfields at Maldon, Victoria, received his early education 
in the State secondary schools, and by the age of sixteen had shipped 
as a (very seasick) cabin-boy to England. After tasting the excite- 
ments of London for a while he returned home, where he shortly found 
a new interest in the early struggles to organize the Shop Assistants’ 
Union. This led on to active participation in the vigorous political 
life of the time and to intensive reading in political and economic 
subjects. His earliest and most enduring ambition was political 
journalism, but he contrived to supplement his meagre free lance earn- 
ings from this source in a variety of more mundane. pursuits, including 
poultry-raising and operating an ice-run. 

He enlisted as a private in the Australian Imperial Force and soon 
qualified as a musketry instructor. But active service overseas called, 
and by 1916 he was in France with the 29th Battalion. In March, 
1917 he was severely wounded at Beaumetz and was sent to hospital 
in Oxford. During the course of a long recovery and longer con- 
valescence chance brought him the lay care of Mrs. Edwin Cannan, 
and, through her, the interest and encouragement of her distinguished 
husband. Recovered sufficiently for a short spell of home service, 
Brigden was shortly afterwards ordered back to Oxford to take up a 
Kitchener Memorial (Rhodes) Scholarship at Oriel College. His 
formal reading was in law, but his stimulating friendship with Cannan 
increasingly directed his thoughts towards economics. On graduation 
he went to Sheffield to lecture for the Workers’ Educational Associa- 
tion, where his activities brought him under the favourable notice of 
Albert Mansbridge and led directly to his appointment as a tutorial 
class lecturer in Tasmania in June, 1921. 
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In Hobart he first met Giblin, Copland and Tor Hytten, 
another young political journalist who was then just breaking into 
economics. Hytten recalls that ‘‘ Brigden was first posted to the rather 
inhospitable west coast, with headquarters in Queenstown. His work 
among the Mt. Lyell and other west coast miners was characterized 
by his usual energy and enthusiasm, and his first published work in 
Tasmania was a pamphlet on The Economics of Lyell,t which was a 
good little essay in descriptive economics. 

‘‘He was already showing his special bent for the intensive study 
of industrial relations. At the end of 1922 he became the first Pitt 
Cobbett Lecturer in Employment Relations in the University of Tas- 
mania, and was appointed to the chair of Economics at the end of 
1924, when Professor (now Sir Douglas) Copland resigned. He held 
this position until 1929, when he was appointed to the Australian 
Oversea Transport Association in Sydney. 

‘‘During his stay in Tasmania he had a substantial literary 
output, much of which is not very widely known. It consisted mainly 
of essays and lectures, published in several series and generally 
intended for W.E.A. students. They were mainly on labour relations 
but ranged into wider fields such as Sources of Opinion and The First 
British Labour Government. They are all well written in a crisp 
popular style, and although some of them are ‘dated’ they will in 
general stand re-reading. 

‘‘In January, 1925 he was appointed a member of the Queensland 
Economic Commission on the Basic Wage, with Mr. J. T. Sutcliffe 
(chairman) and Professor R. C. Mills. The commission, which followed 
about five years after the Commonwealth Basic Wage Commission, 
broke new ground by including among its recommendations? a pro- 
posal that the principal guide to be followed by the industrial court 
in declaring a standard basic wage should be the ‘capacity of industry 
to pay,’ which might be determined by reference to a composite index 
of variations in per capita income, past production and prospective 
production. As a result of his work with this commission he gave a 
series of lectures in Hobart, later published under the title Employ- 
ment Relations and the Basic Wage,’ in which he reviewed the 
principles underlying wage fixation in Australia and outlined the 
problems still to be faced. 

‘‘During the whole of his period in Hobart Brigden worked with 
the intense vigour which was so characteristic of him. He entered into 
the public life of Tasmania with enthusiasm, and both he and his wife 
were keenly interested in the theatre and active members of the 
growing repertory movement. He worked long hours, often right 


1. The Economics of Lyell (University of Tasmania: Dept. of Tutorial Classes, 
Hobart, 1922). 

2. Report of the Queensland Economic Commission on the Basic Wage (Government 
Printer, Brisbane, 1925). . 

3. Employment Relations and the Basic Wage. Lectures and Papers published in 
connection with the Pitt Cobbett Foundation. (University of Tasmania, Hobart, 1925.) 
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through the week-end, yet he always seemed to have time to meet all 
of the many demands made upon him for public lectures and addresses 
and for general advice to public bodies and private persons alike. 

‘‘He is probably to be regarded as the first occupant of the chair 
in Tasmania who came to be closely associated in an advisory capacity 
with the State Treasury. One of his first jobs was membership of a 
committee, along with Giblin, to inquire into Tasmanian disabilities 
under Federation. The committee’s report,‘ written almost entirely 
by Brigden and Giblin, became the basis of the case in subsequent 
years for special grants from the Commonwealth to the State. He 
also drew up and presented the first case for a grant, which he per- 
sonally presented to the Bruce-Page Government.’’ 

Brigden’s most important contribution to theoretical economies 
was made during his last couple of years in Tasmania, and it is fitting 
that his only surviving collaborator in this field should attest its 
worth. Sir Douglas Copland has this to say about his influence on the 
formulation of Australian tariff policy: 

‘‘The first issue of The Economic Record (November, 1925) con- 
tained an article on ‘The Australian Tariff’ by Brigden. It was an 
original and challenging analysis of the doctrine of free trade under 
Australian conditions, and was destined to have a great influence both 
on tariff policy and, to a less extent, on problems of development and 
migration. Brigden’s views on the tariff were challenged by economists 
nurtured on the traditional doctrine of free trade, notably by F. C. 
Benham, at that time lecturer in economics at Sydney, and he and 
Brigden carried on a controversy that enlivened the pages of the 
Record. But Brigden had the advantage that he knew the Australian 
environment before he commenced his late study of economies. His 
work led directly to the establishment in 1927 by the Prime Minister, 
Mr. Bruce (as he then was), of a committee of five economists to advise 
him on the problems of the tariff. 

‘With Brigden I was privileged to be one of the members of this 
committee ; the others, Giblin, Wickens and Dyason are no longer with 
us, but they would all agree that Brigden exercised a decisive influence 
on the report that emerged from the lengthy deliberations of the 
committee. Not that his original presentation of the case for protec- 
tion in Australia was accepted uncritically; there was much dispute 
about it, but it came through close examination much better than did 
the opposing views of Brigden’s critics. The results of the inquiry 
are embodied in The Australian Tariff,®>5 a study that the present 
generation of economists, faced as they are with problems of develop- 
ment and migration greater than ever in Australian history, might 
read with profit. 

, ,4: Report of Committee Appointed to Inquire into Tasmanian Disabilities Under 
Federation (Government Printer, Hobart, 1925.) 


? 5. The Australian Tariff: An Economic Inquiry (Melbourne University Press in asso- 
elation with Macmillan, Melbourne, 1929.) 
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‘‘Brigden’s contribution to this work was monumental both in 
ideas and in drafting. To illustrate the philosophy on which the report 
was based, I quote not from the report itself, but from his original 
article in The Economic Record of 1925: ‘The economy of protection 
or free trade is relative to three very important circumstances—to the 
growth of population, to diminishing returns, especially from land, 
and to the effects upon the equation of international demand. - The 
criterion by which it must be judged is that of general welfare, which 
can most simply be described as the standard of living in the com- 
munity. From this point of view it appears that protection has been 
as beneficial to Australia as free trade has been to Great Britain.’ 
This view was not fundamentally changed in the course of the com- 
mittee’s work, and it remains true today. But the committee was able 
to lay down rules of conduct for granting tariff protection to indus- 
tries, and these rules had a great influence on the work of the Tariff 
Board in the ’thirties. They might well be revived today.”’ 

In May, 1929 Brigden’s services were urgently sought by the 
combined oversea shipping interests for what at that time was a 
somewhat unique role. He became Economist and Deputy-Chairman 
of the Australian Oversea Transport Association, in which capacity 
he was expected to rationalise movements of shipping in Australia’s 
oversea trade. Little more than a year later his services were requisi- 
tioned by the Queensland Government, but the shipping job brought 
him into contact with big business and, more importantly, put him in 
Sydney at a critical time. As the depression deepened his advice was 
widely sought by politicians as well as businessmen. Space does not 
permit a detailed recital of his activities during the anxious months 
when the Australian economists were seeking a way out of the Great 
Depression, but Sir Douglas Copland sums them up in the following 
comment: 

‘* About this time Giblin produced his formula for the multiplier 
in Australia, anticipating discussions on this important tool of 
economic theory in the United Kingdom. It became an integral 
element of all major analysis of economic problems in Australia for 
the next decade, though its implications for economic policy seem to 
have been lost sight of for the moment. It was Brigden who first 
realised the significance of the multiplier working in reverse gear when 
wool prices fell. He was then formulating the basic ideas for his 
Escape to Prosperity,® published in May, 1930. When wool prices fell 
at the opening of the wool sales late in August, 1929, he was the first 
to sound the warning of the impending depression that was to follow 
the loss of income caused by the lower wool and export prices and the 
eventual abandonment of oversea borrowing. 


6. Escape to Prosperity (Macmillan, Melbourne, 1930.) 
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‘*His approach to the problems of the depression was less orthodox 
than that of most of his colleagues. Despite a natural pessimism he 
offered a solution based, upon a revival of the pioneering spirit, a dis- 
earding of traditional notions by governments, employers and labour 
and a more liberal financial policy than seemed practicable in the con- 
ditions of the times. Escape to Prosperity was Brigden’s most hopeful 
attack on Australian problems, but it was probably too elliptical in 
phrase, too daring in approach and too elusive in its prescription to 
attract wide-spread attention. And, of course, it was published a year 
before the situation got so desperate that the austere Premiers’ Plan 
was adopted. Even so, this little book may still be read with profit by 
many economists today. 

‘‘Brigden was impatient of ready-made solutions, and sceptical 
about monetary devices such as exchange manipulation and the 
sealing down of fixed interest and rent payments. He was perhaps 
too much inclined to write down these techniques as being expedients 
that would only defer the real adjustments that were inevitable. For 
this reason his work in the depression period was perhaps less effective 
than his previous work on the tariff and related problems. But his 
analysis of the position in Escape to Prosperity, and in his two later 
books P.P. On Purchasing Power and, the Pound Australian™ and 
Credit,3 and his warning of impending disaster as early as August, 
1929, still have the stamp of conviction upon them. In these and all 
his writing his style was a model of English prose.”’ 

One of Brigden’s Queensland collaborators (and suecessor as 
Government Statistician) was former student, Stanley E. Solomon, 
who points out that ‘‘Brigden’s interest in Queensland never waned 
after his work with Mills and Sutcliffe on the Economie Commission 
on the Basie Wage. He was always anxious to see ‘fair play’ between 
all sections of the community in economic affairs, and he and his fellow 
commissioners recognized this principle when they stressed that ‘the 
capacity of industry to pay’ should take precedence over ‘cost of living’ 
in wage adjustment. 

‘‘A keen propagandist for the fruitful linking of economic 
knowledge with practical life, it was natural that, after his work in 
applying economic analysis to the problems of oversea shipping 
movements, Brigden should agree to become Director of the new 
Queensland Bureau of Economies and Statistics, set up by a Liberal 
Government in August, 1930. The Bureau was a pioneering venture 
at a time when economists in Australia were just beginning to convince 
governments that they had worthwhile advice to offer. The public 


7. P.P. On Purchasing Power and the Pound Australian (Queensland Bureau of 
Economics and Statistics, Brisbane, 1931. 

8. Credit, What Is; What Is Proposed; What Is Practicable. (Queensland Bureau 
of Economics and Statistics, Brisbane, 1932.) 
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was inclined to be sceptical, and the Bureau’s earliest duties included 
a campaign of enlightenment on elementary economic facts. How well 
Brigden succeeded in this may be judged from the fact that, after 
an election campaign in which the Bureau’s activities in collecting 
statistics of interstate trade came in for much criticism, the new 
Labour Government retained the Bureau, renaming it the Bureau of 
Industry and giving it increased duties. 

‘The functions of the Bureau in its early days were mainly 
economic and educational. Its first publication was P.P. On Pur- 
chasing Power and the Pound Australian, described by Brigden as an 
audacious attempt ‘to summarize the elusive and intangible facts 
about purchasing power.’ Economie explanation of the working of 
industry was the key-note of Railway Economics® in 1931, and The 
Story of Sugar! in 1932. A volume entitled Economic News" 
appeared in the same year, and. was followed by a monthly publica- 
tion of the same name which still continues to supply a regular service 
of explanation and discussion of all kinds of economic, statistical and 
social questions. The regular publication of a Queensland Business 
Index made the Bureau a leader in the new field of economic fore- 
casting. In the early years Brigden’s work also included advising the 
State Industrial Court of the probable economic consequences of 
possible basic wage decisions, and during 1932 he served as a Commis- 
sioner of the Court. 

‘‘The wider scope of the reconstituted Bureau of Industry meant 
less time for purely economic questions after 1932. Bureau Boards 
were established to carry out a number of large public works, and 
Brigden was a member and chief executive officer of all of them. The 
works included a major dam on the Stanley River, the Story Bridge 
in Brisbane, the Brisbane River Improvement Works and the new 
Umversity at St. Lucia. Although these works made a heavy demand 
on his time, Brigden found in them opportunities to further his belief 
that applied economics should show the way to better human life. 
He was specially interested in the Somerset Dam township, which the 
Bureau built and operated, providing shopping, recreational and 
other community needs. 

‘‘Brigden never claimed to be a mathematical economist, but he 
was a firm believer in the use of statistics in economic problems. It 
was therefore appropriate that, in addition to his other duties, he was in 
1935 made Government Statistician, a position which had been abolished 
in Queensland in 1921, when the statistical office was placed under 
the Registrar-General. In pursuance of his general desire to make 
economics and statistics real to ordinary people, he issued in 1937 

9. Railway Economics (Queensland Bureau of Economics and Statistics, Brisbane, 1931.) 

10. The Story of Sugar (Queensland Bureau of Economics and Statistics, Brisbane, 1932.) 


11. Queensland Bureau of Economics and Statistics: Economic News. (Government 
Printer, Brisbane, 1932.) 
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the first of the present series of Queensland Year Books. This he 
described as an endeavour ‘to supply the service of enlightenment 
while avoiding what to this Office would be error of comment’.’’ 

In 1938 Brigden once again started on a new career, this time in 
the service of the Commonwealth. His friend (and professional 
consultant of those days) Raymond G. Baxter, records that ‘‘towards 
the end of 1937 the Commonwealth Government, which was then 
considering proposals for a national scheme of contributory health 
and pensions insurance, invited Brigden to assume the chief respon- 
sibility for its establishment and administration. Early in 1938 a 
National Insurance Commission was formed with Brigden as chair- 
man, assisted by fellow commissioners Daniel McVey and Harold C. 
Green. Sir Walter Kinnear and Mr. T. Lindsay were also brought 
from the Ministry of Health in England to assist with the legislation, 
which eventually bore a strong resemblance to the English system. 

‘‘Brigden took no pride in the fact that the Bill was believed to 
be the longest and most involved piece of Commonwealth legislation 
up to that time. Sitting in Parliament as a Government adviser, he 
had to listen to all but four members of the House speak lengthily on 
the second reading. Passage of the Bill was followed by an intensive 
round of negotiation with the British Medical Association, the pharma- 
cists, the friendly societies, the trade unions and other groups. Dis- 
cussions had to be carried on day after day in State after State. 
Where Brigden sat inevitably became the chair. He never attempted 
to dominate nor did he often compromise. Quietly and patiently he 
brought differences into the open and encouraged the contending 
parties to face up to the facts. But the vested interests were as deep 
in defence as they were numerous, and soon Brigden and MeVey, at 
the direct request of the Prime Minister, were stumping the country 
to explain the legislation and the way in which it was to be adminis- 
tered. 

“‘In the meantime the Commission had to build its organiza- 
tion. The staff was carefully selected and trained. It was encouraged, 
developed and given leadership in the face of mounting opposition. 
‘The short view,’ Brigden wrote at this time, ‘sees only the contribu- 
tions. The long view measures them against the benefits. In other 
countries there have usually been three phases of opinion on National 
Insurance—first a general agreement with the idea, next a resentment 
against the cost, and, finally, an appreciation of the results. In 
Australia we have to pass from the first to the last phase. It should not 
be difficult. Our pioneers were not short-sighted people.’ 

‘‘The shadow of Munich provided an excuse for the taking of a 
short view. A statement was made in Parliament by the Treasurer and 


_ 12. Queensland Government Statistician: Queensland Year Book (Government Printer, 
Brisbane, 1937, to date.) 
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the Act was dropped. Probably for the last time in Australian history 
it was successfully asserted that finance could not be found both 
for preparation for war and for social reform. It is perhaps signifi- 
cant that Brigden rarely spoke of the National Insurance episode in 
later years. In his own mind he had made himself personally respon- 
sible for the success of the scheme, and the fact and manner of its 
failure left an indelible scar.’’ 

Out of the wreck of national insurance came men to staff the new 
Department of Supply and Development. McVey was made its 
Secretary and Green ultimately became Controller of Materials. In 
June, 1939 Brigden joined as Economie Adviser, and became Secre- 
tary a few months later. In this position, and in the face of difficulties 
which few now remember, he laid the foundations of much of the 
munitions and civil supply policy which underlay Australia’s extra- 
ordinary war effort. None is better qualified to comment on this phase 
than Mr. Essington Lewis, C.H., who was appointed Director-General 
of Munitions in June, 1940. 

‘‘When I took up my task,’’ writes Mr. Lewis, ‘‘Brigden was 
permanent head of the Department of Supply and Development. 
Along with my appointment arrangements had been made for the 
creation of a Department of Munitions, with the Prime Minister 
himself exercising the functions of Minister. All matters concerning 
munitions production were to be transferred to the new Department 
of Munitions, but Supply and Development was to continue the pro- 
vision of administrative and certain other joint services. It was 
thought appropriate for Brigden to be made permanent head of the 
new Department as well as of Supply and Development, and this 
arrangement was continued until the end of 1941, when Mr. Brigden 
relinquished these appointments on his transfer to our Washington 
Embassy. 

‘Brigden was of much assistance to me, especially during the 
opening period of the munitions production drive. His ripe experi- 
ence as an administrator was of the greatest value in placing the new 
and complex organization upon a satisfactory basis, and he contributed 
greatly during the transition period to the smooth running of the new 
Department. This could have been a time of difficulty and dissension 
arising out of the enormous expansion of operations and the influx 
of forceful personalities, but Brigden carefully guided their impact 
upon each other and upon the established departmental organization. 
His wide knowledge of oversea trade and monetary matters was also 
invaluable. He made the supply problems of the ‘Eastern Group’ his 
own, and gave a special eye to the Pacific interests adjacent to 
Australia. The preliminaries of Lend-Lease naturally fell to his care. 
I shall always be grateful to him for relieving me of all responsibility 
for political matters arising out of the Department’s activities, and for 
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shielding me from the minor tribulations inseparable from the Public 
Service Act. When the Department of Aircraft Production was 
established as a separate department in June, 1941, Brigden also 
became its permanent head and rendered the same good services during 
its formative period.’’ 

In recognition of his distinguished services to his country, both 
in peace and war, Brigden was elected in January, 1941 to an 
Honorary Fellowship at Oriel, his old college at Oxford. No honour 
was ever more deeply cherished. 

Brigden went at the beginning of 1942 to the Australian 
Embassy at Washington as Financial Counsellor. He arrived a sick 
and exhausted man. By the end of the year, however, he was begin- 
ning to make acquaintance with the budding ideas of economic and 
social reconstruction which were increasingly centred in Washington. 
Of this early period Sir Owen Dixon, then Australian Minister to 
Washington, has this to say: 

‘‘Brigden’s status as well as his work was of course diplomatic. 
He was brought into immediate relation with the State Department, 
which bore a heavy and increasing responsibility in connection with 
the economic relations of the United States and the British Common- 
wealth, during the war and afterwards. There his qualities were soon 
recognized and as time went on he won the confidence of men whose 
voice was decisive in such matters, including men who have since risen 
to the very highest position. But he covered a much wider field than 
work with the State Department. In the Treasury, in the Central 
Reserve Board, in the Bureau of the Budget, in the Department of 
Commerce, and, what perhaps in 1942 was most important of all, in 
the office of Lend-Lease Administration, he gained an ever increasing 
reputation for knowledge, wisdom, penetration and, above all, for the 
qualities of moderation, common sense and understanding which are 
perhaps the most effective causes of success in international 
negotiation. 

‘In diplomacy candour is not only a virtue, it is a weapon, and 
in his dealings with other countries Brigden had all the advantages of 
a completely candid mind. The duties of his post could not be carried 
out without a considerable knowledge of American affairs and to the 
history, institutions and the economic and political condition of the 
United States he devoted a great deal of study. He attained a mastery 
of the subject which, with his felicity of style, gave his reports a very 
special quality. But the fullest development of his high capacity for 
work in the international field came when the succession of conferences 
between the nations for special purposes began.”’ 

In these fields he displayed great skill in negotiation, a skill which 
Was not weakened by his gentleness of demeanour, his good temper 
and his moderation of expression. These qualities, which he combined 
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with a firm refusal ever to permit the desertion of an issue, stood 
him in good stead when he became a member (and intellectual leader) 
of the Contributions Committee of the United Nations. 

I think it can fairly be said that few individuals exercised so 
pervasive an influence over the early post-war development of inter- 
national economic collaboration as Jim Brigden. He wielded no power 
greater than the charm of his own personality, the patent fact of his 
intellectual integrity, and his skill in chairmanship. He exercised none 
of the aggressiveness so frequently expected of Australian diplomats, 
but he was always in demand to ease the birthpangs of the brood of 
international organizations which were brought forth in Washington, 
Hot Springs, Bretton Woods, San Francisco and Lake Success. 
U.N.R.R.A. was his special charge, and it was his own personal 
qualities which made him chairman of its Supply Committee. 

Commander R. G. A. Jackson, Senior Deputy Director-General at 
the time, refers to the exceptional work Brigden performed for 
U.N.R.R.A. at the difficult Atlantic City Conference in March, 1946 
in these terms: ‘‘U.N.R.R.A.’s programmes, which covered countries in 
Eastern as well as Western Europe, were embarrassed not only by 
the post-war food crisis, by the necessity of assisting F.A.O. and 
W.H.O., by the problems of displaced persons, by the failure of 
countries to pay their contributions, by the resignation of the Director- 
General (Governor Lehmann) and the need to choose a successor, but 
also by a host of political difficulties intensified by the division between 
East and West in Europe. Few of the delegates made a better contri- 
bution than Brigden. He had a subtle understanding of the under- 
lying political disagreements, and brought to bear on the real problems 
a rare combination of high intelligence, patient, close and detailed 
work, clarity and agility of mind. At this and later conferences he 
gained a solid reputation for his objective analysis of difficult prob- 
lems and for his ability to grapple with practical situations. 

There could be no more suitable words with which to conclude 
than those penned by Sir Owen Dixon: ‘When at length Brigden 
returned to Australia his health had been sadly impaired by the 
burden of his work and by his unsparing exertions; but he knew 
that he had built for himself abroad a reputation of which any man 
might be proud and that in the esteem of great men he held a place 
occupied by few of his countrymen.”’ 

Jim was invalided out of the Service in 1947 with dangerous blood 
pressure. He died serenely in Melbourne on 12th October, 1950. Thus 
passed an honest man. 

ROLAND WILSON. 
The Treasury, Canberra, A.C.T. 
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DELIBERATE SAVING AND THE CONSUMPTION 
FUNCTION. 


‘*Clearness of mind on this matter is best reached, perhaps, by 
thinking in terms of decisions to consume (or to refrain from consum- 
ing) rather than of decisions td save.’”! 

Keynes’s insistence on the desirability of treating saving as ‘‘not 
spending’’ was one of the most fruitful ideas of the General Theory. 
It concentrated attention, on spending as the dynamic determinant of 
the level of income and economic activity. It helped to overcome 
the confusion between allocation of income and distribution of assets 
which had bedevilled earlier thinking. And it emphasised the role of 
income changes in the automatic adjustment of saving and investment. 

But like most fruitful ideas, this negative or residual conception 
of saving has been carried too far. There has been a tendency in 
Keynesian literature to forget that some saving, after all, is planned 
and deliberate. It is the purpose of this article to suggest the need for 
a more careful distinction between deliberate and residual saving, 
and to point to deliberate saving as a minor, but not necessarily 
negligible, determinant of the allocation of income, and thus of the 
consumption function and the level of economic activity. 

In order to elucidate the distinction between ‘‘deliberate’’ and 
‘‘residual’’ saving, it will be convenient to consider first, two extreme 
assumptions about saving behaviour; one which makes all saving 
‘‘deliberate’’; another which makes all saving ‘‘residual.’’ 

The first is the neo-classical theory which treated the allocation 
of income between consumption and saving as merely a special case 
of the general theory of rational choice. Each individual has a multi- 
tude of future as well as present wants. If he behaves rationally he 
will allocate his limited income by equating at the margin the satis- 
faction he expects to derive from each future and present want. In 
this view, there is no place for residual saving. Income is thought of 
as exhaustively allocated by deliberate spending and saving decisions. 

At the other extreme, it could be assumed that the rate of saving 
always results as a residual from the level of income and consumption 
decisions. This is necessarily the case in some degree whenever 
income changes unexpectedly. If saving is defined as unspent income, 
any unexpected change of income is bound to give rise, in the first 
instance, to saving (or dissaving) which is purely residual. This, the 
only pure type of ‘‘residual’’ saving is, in the nature of the case, 
temporary. It continues only until individuals find time to adjust 
their plans to the new level of income. 


1. J. M. Keynes, General Theory of Employment, Interest and Money, p. 64 f. 
11 
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But, by departing from the neo-classical assumption of exhaustive 
rational allocation of income, one can conceive a situation in which 
all personal saving whatever, including even saving out of expected 
income, would, to all intents and purposes, be residual. This would 
be the case, if the only plans and decisions which people made con- 
cerning the disposal of their incomes were plans and decisions to 
spend. If people could be assumed to dispose of a given income by 
budgeting for, or simply making from day to day, certain consumption 
expenditures and to leave the rest of their expected income unallo- 
eated; and if, similarly, in the event of changes in their incomes, 
people determined the reallocation of their incomes solely by adjusting 
(or failing to adjust) their consumption decisions, all saving could 
be said to be residual. Such residual saving could not perhaps be said 
to be altogether unintentional. If people did not consider saving 
worth while at all, they would presumably plan to spend the whole 
of their expected income (unless the effort of finding objects on 
which to spend the last pound of income outweighed the satisfaction 
they expected to derive from the expenditure). But all that needs 
to be assumed is a general willingness of people to save what they do 
not choose to spend. This willingness to save would not in any way 
affect the level of their consumption expenditure. Their level of 
saving (or dissaving) would be determined entirely by their con- 
sumption decisions and their income (though it should be noted that, 
the level of income effectively restrains consumption expenditure only 
to the extent that people are unwilling to bear the cost—in every 
sense—of dissaving) .2 

Of these two extreme assumptions, it is the second towards which 
Keynesian thinking has leaned. Nor can there be much doubt that 
it is the more realistic of the two. It is probably realistic to assume, 
by and large, with Katona, ‘‘that expenditures and not amounts saved 
represent people’s primary concern. . . . It is much more usual for 
people to meet their expenses first and save what is left than to consider 
saving as the first charge on their income.’”* 


2. The distinction between ‘‘deliberate” and ‘“‘residual’” saving here suggested is not 
identical with the distinction between ex ante saving and the excess of ex post over ex 
ante saving in the Swedish terminology since it includes, in addition, an element of residual 
saving out of expected income. The Swedish school, at any rate as represented by Ohlin 
(“Some Notes on the Stockholm Theory of Savings and Investment,” E.J., 1937; reprinted 
in Readings in Business Cycle Theory (esp. p. 108), followed classical thinking in assuming 
that individuals exhaustively allocate (expected) income as between (planned) consumption 
and (planned) saving, though it pointed out the occurrence of unplanned (residual) saving 
due to unexpected income changes. In other words, Ohlin assumed that Y, = C, + S» 
where Y, stands for the expected income, C, for planned consumption, and S, for deliberate 
saving. If, as we suggest, it is more realistic to assume that even expected income is not 
necessarily exhaustively allocated, i.e., that the sum of planned consumption and planned 
or deliberate saving may diverge from expected income, Y= Cc, + S, + S,, where 8, 
stands for the unallocated or residual part of expected income, and ex ante saving, 
S, = 8S, + §,. It follows, incidentally, that, whereas in the Swedish terminology, 
the system is in equilibrium if S, = I, (provided income is expected to remain unchanged), 
in our terminology the equilibrium is S, +S, = I,. 


3. G. Katona, “The Effect of Income Changes on the Rate of Saving,” Review of 
Econ. and Stats., May, 1949, p. 99 n. The second part of this quotation is supported by @ 
reference to empirical studies. 
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But people are, after all, not merely willing to save; they also 
often actively desire and plan to save. Their saving plans must, there- 
fore, at least in principle, be conceded some influence on the allocation 
of their incomes. And that means that, in principle, aggregate 
deliberate saving must be one of the factors determining the position 
and shape of the consumption function, and, through its influence on 
consumption expenditure, the level of economic activity. 

Deliberate saving decisions, plans and habits may be relevant 
both to shifts in, and to the shape of, the consumption function. 

In relation to shifts of the consumption function, the distinction 
between shifts brought about by changes in consumption plans and 
shifts brought about by changes in (deliberate) saving plans has 
probably no great significance, though it should help to clarify 
analysis. Slow secular changes (e.g., changes in social attitudes to 
thrift) are probably adequately represented by thinking, in neo- 
classical terms, of a single decision to allocate income, since all com- 
plications due to adjustment lags can be ignored; and for most short- 
period shifts, e.g., those induced by a war-time savings appeal, it 
matters little whether we attribute them to decisions to spend less or 
to save more. On the other hand, it is worth bearing in mind that 
all shifts due to increases or decreases in the attractiveness of holding 
assets necessarily result from changes in saving plans. Thus, in so 
far as changes in interest rates affect the consumption function at all, 
they do so by inducing people to save, not to spend, more or less. 
Similarly, a ‘‘flight into goods’’ in inflation mainly represents 
decisions to dissave, rather than change in consumption plans. 

In relation to the problem of the shape of the (historical) con- 
sumption function, the common failure to allow for deliberate saving 
may be rather more serious. All recent studies of the problem seek to 
explain the empirical data in terms of consumption plans and habits. 
The tendency for the propensity to save to rise in cyclical upswing 


gs Sy 


and to fall in cyclical downswings, is explained in terms of lags in 
adjustment of consumption plans to changes in income.* Duesenberry 
and Modigliani have stressed the influence on the consumption function 
of cyclical peaks of consumption levels, due to people’s reluctance to 
adjust downwards consumption levels once attained. And Duesen- 
berry has tried to explain the empirically observed linearity of the 
secular consumption function by the hypothesis that people’s spending 
habits are determined by their relative position in the income scale, 
rather than by the absolute level of their incomes. None of these 


4. E.g. M. Ezekiel, “Statistical Investigations of Saving, Consumption and Investment,” 
A.E.R., 1942; J. S. Duesenberry, Income, Saving and the Theory of Consumer Behaviour, 
1949 ; J. R. Hicks, A Contribution to the Theory of the Trade Cycle, 1950. 

X & & Duesenberry, op. cit.; F. Modigliani, ‘Fluctuations in the Saving-Income 
Ratio,” Studies in Income and Wealth, N.B.E.R., Vol. XI. 

6. J. S. Duesenberry, op. cit. 
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studies have considered the possibility that saving plans and habits 
may have any significance.’ Yet on the face of it, all the considerations 
which have been adduced to explain consumption behaviour might 
be equally relevant to deliberate saving behaviour. 

If people tend to be slow in adjusting their consumption plans 
to changes in income, are they not also likely to be slow in adjusting 
their deliberate saving plans to changes in their income? Such lags 
in adjustment of deliberate saving plans would not affect the con- 
sumption function in the case of rising incomes, since the lag would 
merely substitute residual for deliberate saving. But in conditions of 
falling incomes, lags in downward adjustment of deliberate saving 
plans could do so, since they might occur at the expense of consumption 
rather than of residual saving. In so far as deliberate saving lags 
did occur at the expense of consumption, their significance for income 
analysis would, of course, be exactly the opposite of that of con- 
sumption lags; if the latter are stabilizing, the former would be 
destabilizing. 

Much the same applies to the Duesenberry-Modigliani effect: if 
previously attained peaks of consumption are significant, why not, for 
analogous reasons, previously attained peak rates of deliberate saving? 
Again, there seems no conclusive reason why Duesenberry’s hypothesis 
about the social conditioning of people’s consumption standards could 
not be extended to people’s deliberate saving habits.® 

It may be argued that it is precisely their much greater flexibility 
which distinguishes saving habits from consumption habits, because 
people’s desire to save tends to give way before their much more insis- 
tent demand for consumption. Even when we abstract from all short- 
run complications of adjustment of plans to changes in income or 
tastes, this is at best a generalization which, though generally valid, 
needs to be qualified. In the average individual’s scale of preferences, 


7. A survey of the extensive literature on the consumption function reveals few refer- 
ences to deliberate saving, and scarcely any to its possible influence on the propensity to 
consume. Indeed, so ingrained has the habit of thinking exclusively in terms of consumption 
expenditure decisions become that, when authors do stumble on forms of saving which 
refuse to behave as mere residuals (e.g., contractual saving commitments), they tend to 
treat them, solely for that reason, as forms of expenditure. One, in discussing expenditure 
rigidities and other factors which will influence the rate of dissaving, mentions among 
others “the extent of their firm commitments (such as mortgage, insurance premiums and 
instalment loan payments),”’ seemingly oblivious of the fact that these very rigid “‘expenéi- 
ture” commitments are in fact saving commitments (G. Garvy, “The Role of Dissaving in 
Economic Analysis,” J.P.E., October, 1948, p. 426). Another goes so far as to refer to 
the net saving, caused (in periods of falling incomes) by the fact that instalment credit 
repayments exceed new purchases of durable goods on credit, as “negative expenditure.” 
(M. Ezekiel, op. cit., p. 45.) No doubt, policyholders themselves often think of their premium 
ype as part of their spending budget; but premia do not thereby cease to be a form 
of saving. 

8. Duesenberry agrees that saving plans, like consumption plans, will be socially con- 
ditioned, but argues that this social influence will be indirect, via consumption standards. 
“We can safely assume that a consumer’s choices between present and future are not 
strongly affected directly by the actions of other people. Most people do not know how 
much their neighbours save or what their assets are. . .. But choices between present and 
future consumption will be indirectly affected by the interdependence of desires for current 
consumption” (J. S. Duesenberry, op. cit., pp. 33 f). As a general picture, this description 
is certainly valid, but direct social conditioning of saving behaviour is not inconceivable. 
Is not life insurace behaviour, for example, significantly influenced by the social standards so 
shrewdly played upon by aggressive insurance salesmen ? 
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certain minimum consumption needs no doubt stand higher than any 
saving whatever. But once these needs are met, some forms of saving 
probably take priority over any less essential consumption ; and as one 
goes down the scale, objects of spending and saving probably alternate 
in their degrees of urgency. Even when we allow the necessary time 
for full adjustment of plans, therefore, individuals may frequently 
give priority to some saving over much consumption expenditure. 

When we are concerned with the adjustment of plans to short- 
period changes, there are special reasons for expecting much personal 
saving nowadays to be relatively inflexible. One is the growing 
institutionalization of personal saving, which is likely to, impart some 
degree of rigidity to such institutionalized forms of saving, both 
upward and downward. While it would be incorrect to identify all 
relatively inflexible deliberate saving with saving through institutional 
channels (such as insurance), and all residual saving with non-institu- 
tional saving, the two divisions probably overlap to a large extent. 

A second reason which is relevant only to downward adjustment, 
is the fact that much personal saving is contractual in the sense that 
individuals have committed themselves to a given rate of saving, and 
that any reduction in that rate of saving involves them in serious 
loss or inconvenience. The two most important categories of contrac- 
tual saving which come to mind are insurance premia and payments 
into retirement funds, on one hand, and debt repayment, including 
especially home mortgage and instalment credit, on the other. Since 
these forms of contractual saving constitute the largest, most inflexible 
and statistically most easily identifiable portion of deliberate saving, 
it will be worth concentrating attention on them, although much of the 
analysis should apply also to other forms of deliberate saving. 

The degree of flexibility of contractual saving with downward 
changes in income will depend on four factors: (a) the duration of 
the contract; (b) the cost of breaking the contract (e.g., loss on lapse 
of insurance policies, or the consequences of default on consumer 
credit) ; (c) the flexibility which the contract itself may provide; and 
(d), the fiexibility of the rate at which new commitments are entered 
upon (corresponding to the income elasticity of demand for the ser- 
vices which involve the assumption of new commitments to save.) 

(a) If the contract permits no variations in the rate of saving, 
and the cost of breaking the contract is prohibitive, the individual 
is forced to save until the contract ends. Aggregate contractual saving 


9. Discussion in this article is confined to personal saving. An analogous distinction 
between ‘‘deliberate” and ‘‘residual’’ corporate saving could be developed in terms of different 
dividend policies. A policy which made dividends a first charge on profits (e.g., rigid 
dividend stabilization) would make all corporate saving residual; a rigid reserve policy 
which distributed only the residual net profits after meeting planned reserve requirements, 
would make all corporate saving deliberate. But the relative insignificance of consumption 
out of dividend income renders the distinction less interesting, despite the much greater 
volume of corporate saving. The relevant issues are, in any case, easily derived by analogy 
with the analysis of personal saving, although, in this case, possible effects on the avail- 
ability of funds for investment would also have ta be borne in mind. 
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of this type would be maintained in the face of a fall in incomes until 
the contract is fulfilled (e.g., debts repaid). After a lag corresponding 
to the length of the outstanding contracts, the rate of saving would 
fall, the extent of the fall depending largely on (d) the income 
elasticity of demand for new commitments. 

(b) If the contract permits no variations and is indefinite in 
duration, but the cost of breaking it is not prohibitive, the rate of 
saving will fluctuate with income with little or no lag, but the fluctua- 
tions will be more or less strongly damped. The degree of damping 
will vary directly with the cost of breaking the contract and inversely 
with the income elasticity of demand for new commitments. 

(c) If the contract explicitly provides for adjustments of the 
rate of contractual saving to changes in savers’ incomes, but, subject 
to such provision, the cost of departure is prohibitive, the duration 
indefinite, and the income elasticity low, the rate of contractual saving 
will fluctuate with income to the degree provided for by the contract. 

These three cases have been differentiated because they exemplify 
the most important types of contractual saving. The first case repre- 
sents repayment of consumer credit, except for the fact that the cost 
of departure from the contract is not usually prohibitive, so that a 
fall in income will affect the rate of saving (debt repayment) through 
delinquencies even during the interval of the lag. The length of the 
lag will be not much more than a year for most consumer instalment 
credit, but much longer for home mortgage repayments. Since the 
income elasticity of demand for durable consumer goods, such as cars 
or household goods, is probably greater than for new houses, the 
decline in instalment credit repayments, when it comes, will usually 
go further than in the case of mortgage repayments. Those forms of 
consumer credit which leave the debtor much discretion about the 
timing of repayment, such as charge accounts and personal loans by 
banks or insurance companies, do not in effect involve any commitment 
to save regularly ; repayments of such credit, therefore, are not likely 
to show any significant rigidity. 

The second case represents all private and personal insurance 
premium payments, particularly life insurance, but also private acci- 
dent and health insurance. 

The third case represents compulsory social insurance, both con- 
tributions by the insured to State health, old-age, etc., schemes, and 
most compulsory retirement or superannuation schemes. Most such 
schemes tie the rate of contribution in some degree to the contributor’s 
income, while, in so far as they are compulsory, the contributor’s 
‘*income elasticity of demand for new commitments’’ is in effect zero.’ 


10. Such schemes, in fact, constitute borderline cases between private and voluntary 
saving and compulsory saving through taxation. This merely emphasises the fact that the 
effect of contractual saving on the consumption function approximates to the effect of 
taxation in changing disposable incomes. 
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The graph (p. 18) shows how closely the cyclical behaviour of 
the first three types of contractual saving corresponded to expecta- 
tions in the only case for which we have adequate data, the period 
1929-40 in the United States. 

The evidence of the graph gains in significance when the magni- 
tude of contractual saving in advanced countries is appreciated. The 
available data do not permit any precise statements. But it appears 
that in 1948 contractual saving in the United States in the form of 
insurance premia and home mortgage repayments alone amounted to 
about $15.5 billion." If instalment credit repayments and social insur- 
ance and retirement fund contributions (both of which, for reasons 
already given, are likely to be less inflexible) are added, the 
total amounted to about $27 billion, as compared with $212 
billion personal incomes, $179 billion consumption expenditure, 
and $12 billion net personal saving.!2 Available information is not 
sufficient to indicate any secular trend in the relative importance of 
contractual saving, but it is not unlikely that it has increased in recent 
decades, with the rapid and continuous growth of private and of social 
insurance and instalment and mortgage credit, and there are signs 
that this trend is continuing.!% 

A number of considerations, such as the growing institutionaliza- 
tion of society in general and of saving in particular, the redistribution 
of income from high income groups, most of whose saving is residual, 
to low income groups, most of whose saving is deliberate, and the 
increasing relative importance of durable consumer goods, and, con- 
sequently, of consumer instalment credit, with rising consumption 
standards, suggest that a secular upward trend in the relative impor- 
tance of deliberate saving is not improbable. 

In order to demonstrate that deliberate saving plans and habits 
affect the consumption function, it is, of course, not enough to show 
that some important forms of deliberate saving exhibit rigidity and 
lags in the face of falling incomes. It is also necessary to show that 


11. Premium income of life insurance companies amounted to $7,131 million (U.S. 
Statistical Abstract, 1950); premium incomes on other private life, health and accident 
insurance to $1,323 million (ibid), and non-farm mortgage repayments (1-4 family non- 
farm houses) to $7,097 million (ibid, p. 409). In the light of these figures it is difficult to 
understand the much lower estimate of $10 billion for contractual saving in the form of 
“payments on home mortgages, life insurance policies and retirement funds,” given on the 
basis of “rough calculation” in the 1949 Survey of Consumer Finance (Distribution of Con- 
sumer Saving, 1948,” Fed. Res. Bulletin, Jan. 1950, p. 26.) 

. Premium income of life insurance companies $7,131 million, and premium pay- 
ments on other personal insurance $932 million (Stat. Abstract, 1950) ; home mortgage repay- 
ments $7,097 million (Home Loan Bank Report); instalment sale credit repayments about 
$7,000 million (Fed. Res. Bulletin, April, 1949, p. 335) ; social insurance, etc., contributions 
$4,751 million (Social Security Year Book, 1950); personal incomes, consumption and per- 
sonal saving from Department of Commerce series (Fed. Res. Bulletin, Oct., 1950). The com- 
parison with net personal saving is misleading, because most contractual saving is directly 
associated with a corresponding volume of preceding or subsequent dissaving. The proper 
comparison would be with gross positive personal saving, but since most personal saving 
estimates are derived from data on net changes in assets, no suitable estimates of that mag- 
nitude are available. 

13. Cf. G. Garvy’s discussion of the new developments in private industrial pension 
plans in the U.S.A. and his estimate that projected further developments of social insurance 
and private pension plans may, within a few years, raise saving in these two forms alone 
to a rate of 2 per cent. of gross national product in the United States (op. cit. p. 223). 
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Personal Incomes and Selected Forms of Contractual Saving, 
U.S.A., 1929-1940. 
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Life Insurance Premia: Statistical Abstract of the United States, 1947, 


Home Mortgage Repayments: Series represent new mortgage loans 
made minus net change in mortgages outstanding at end of year, 
for operating Savings and Loan Associations only; Statistical 
Abstract of the United States, 1949, p. 453. 

Instalment Credit Repayments: D. Holthausen, The Volume of Con- 
sumer Instalment Credit, 1929-38, N.B.E.R. Studies in Consumer 
Instalment Financing No. 7, 1940, p. 75. 

Net Personal Saving: U.S. Dept. of Commerce. 


Personal Incomes: U.S. Dept. of Commerce. 
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the maintenance of deliberate saving occurs at least in part at the 
expense of consumption expenditure, and not wholly at the expense 
of residual saving. 

On this point it is difficult to obtain any empirical evidence. There 
is ample evidence of a tendency to maintain contractual saving in the 
face of declining incomes by reductions in residual saving, whether 
in the form of reductions of other forms of positive saving (bank or 
savings bank accounts, ete.), or by dissaving (realization of assets 
or borrowing). The tendency for emergency borrowing by loans on 
insurance policies and other forms of personal loans to increase in 
depression partly reflects a desire to maintain consumption standards, 
but a fair proportion of such borrowed funds (dissaving) is used to 
maintain contractual saving.14 Evidence of the opposite effeet— 
maintenance of contractual saving at the expense of consumption—is, 
in the nature of the case, hard to obtain, since the effect would show 
itself merely as a shortening of the lag, or decrease in the damping 
of fluctuations, of consumption in conditions of falling income. Even 
the individuals concerned. will not usually be able to say how far the 
reduction in their consumption expenditure, which a fall in their 
incomes forced them to make, was aggravated by their decisions to 
keep insurance policies going or to maintain other forms of contractual 
saving. 

That there will be some effect on consumption expenditure, is, 
however, highly probable. Between the lowest income groups who 
cannot afford to cut consumption at all and who must, therefore, 
abandon contractual saving rather than starve, and the high income 
groups who can maintain contractual saving entirely by corresponding 
reductions in positive residual saving or by dissaving, there must be 
a large stratum which has little positive saving that is not contrac- 
tual,!® has few assets which it could easily realize or on which it could 
borrow,!® and which yet maintains a sufficiently comfortable standard 
of consumption to enable it to cut its spending in order to avoid the 
cost of breaking its contractual saving commitments. Professor 


14. Cf. G. Haberler, Consumer Instalment Credit and Economic Fluctuations, N.B.E.R., 
Studies in Consumer Instalment Financing No. 9, 1942, pp. 110 ff. and references given there; 
ef. also, for evidence from household budget inquiries, C. D. Hyson, “Notes on Savings in 
Relation to Potential Markets” A.E.R., Dec., 1946, p. 892. 

15. Cf. G. Haberler (op. cit, p. 46): ‘‘The fact that many instalment debtors have no 
salable assets, and that those who do have wish to retain them, suggests the most plausible 
answer. The more institutionalized saving is, the stronger is the presumption that repay- 
ments are made by cutting down current spending; if savings are made mainly through 
the various types of insurance, saving habits are relatively rigid and are not likely to be 
influenced by the demands of debt repayments.” Cf. also A. H. Hansen, Fiscal Policy and 
Business Cycles, 1941, p. 243. 

16. “In a sense, ability to dissave is proof of a certain financial strength, because in 
order to dissave one must have accumulated savings to draw upon or have sufficient income 
or collateral or both to qualify as an acceptable credit risk’; and “contractual saving was 
a larger proportion of total positive and net saving in the lower and middle income groups 
than in the upper income groups. ... The uppermost income group (highest third) invests 
a larger proportion of its savings on the basis of current decisions than do other groups. 
The highest third can, of course, also suffer a greater cutback in saving owing to declines 
in income or other reasons before a conflict arises with its contractual saving obligations” 
(“1949 Survey of Consumer Finance: Distribution of Consumer Saving, 1948,” Fed. y 
Bulletin, Jan., 1950, pp. 20, 26). The high cost of “emergency borrowing” will encourage 
cuts in consumption even by those who could obtain credit; cf. G. Haberler, op. cit., p. 109. 
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Haberler’s statement that ‘‘in periods of general contraction people 
would probably spend more on consumption if they were not compelled 
to use part of their current income for repaying debts that they had 
contracted in the past upswing,’’!” is applicable to all forms of con- 
tractual saving, and probably to much deliberate saving that is not 
strictly contractual. 

We have no wish to claim too much significance for this effect. 
Normally, the lag in adjustment of saving plans will, even in times 
of falling incomes, not be sufficient to invalidate the general pre- 
sumption that the propensity to consume moves inversely with short- 
period fluctuations in income. But saving rigidities and lags should 
be recognized as possible offsets to the well-known and obvious con- 
sumption lags. As a minor determinant, deliberate saving would seem 
‘to deserve some attention in future empirical studies of the con- 
sumption function. 

H. W. ARNDT. 
J. R. WILSON. 
University of Sydney. 


17. Op. cit., p. 135, 
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NEW ZEALAND’S EXPORT SUPPLY FUNCTION, 


I. Introduction. 

II. The Economic Theory. 
III. Statistical Problems. 
IV. Results. 

V. Conclusion. 


I 

Usually when the volume (or value) of exports has been intro- 
duced into econometric models, it has been treated either as an 
exogenous variable, or else as an endogenous variable, determined 
by a demand function only, presumably, on the assumption that the 
elasticity of supply of exports has, over the range considered been 
infinite. No doubt the failure to make use of export supply functions 
has been due to the difficulties involved in measuring such functions, 
particularly in the case of countries exporting a diverse range of 
manufactured goods. However, in New Zealand, where the bulk of 
exports is made up of a comparatively small number of primary pro- 
ducts, these difficulties do not appear to be insuperable. Further- 
more, in view of the fact that the volume of exports is, both on 
account of its size and of its variability, one of the most important 
economic magnitudes affecting this country, it seems particularly 
desirable that in any attempts to predict the effects on the national 
income or balance of trade of exchange rate variations, changes in 
fiseal policy or other relevant changes, some account should be taken 
of the elasticity of supply of exports. 

In this article an attempt is made to establish a suitable form 
for New Zealand’s export supply function and to estimate its para- 
meters. In Section II we shall try to discover by a theoretical argu- 
ment as much as possible concerning the properties of the function. 
Section III is devoted to the statistical problems involved in the 
empirical investigation, and herein we shall establish the final form 
of the equations to be used. The actual equations are presented and 
discussed in Section IV. 


II 


The choice of variables is based on the following theoretical 
model.! 


-. * 2 Os. 25 ee le- ie 9 
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1. This model assumes a static form, as no useful purpose seems to be served by dating 
the variables at this stage of the argument. 
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where 

= supply of farm labour. 

= volume of farm production. 

home consumption of farm products + net 
quantity stored. 

= volume of exports. 

= farm wage rate. 

general wage rate. 

= price of exports. 

It will be convenient, at this stage, to discuss equation (5) in 
greater detail. The supply of farm labour can vary in three ways. 

(1) Through the movement of labour between farm and other 
work. 

(2) Through variations in the amount of work done by the pool 
of hired labourers already engaged in farm work. 

(3) Through variations in the amount of work done by farm 
owners. 

The first type of variation will depend on the relative movements 
of farm and non-farm wage rates, and, therefore, on the- relative 
changes in v and w. Other things being equal, an increase in v rela- 
tive to w will cause a movement of labour to farms. The second type 
of variation also will depend on the relative changes in v and w.2 In 
this case, however, we cannot say definitely whether an increase in 
v relative to w will result in an increase or decrease in the supply 
of labour for, depending on whether the substitution or income effect 
predominates, an individual can be induced to work either harder or 
less hard by an increase in his real wage rate.* The third type of 
variation will depend on changes in v, p and w. If v increases while 
p and w remain constant, the farmer’s real wage rate will increase, 
but his real income will decrease (since he buys more labour as an 
entrepreneur than he sells as a labourer), and he may therefore work 
harder. If w increases while v and p remain constant, both his real 
income and his real wage rate will decrease, and the effect on his 
desire to work is indeterminate. If p increases while v and w remain 
constant, his real income will increase, while his real wage rate will 
be unaffected and he will therefore work less hard. It is possible now, 
by a summation of the three types of changes analysed to derive the 
following conclusions with respect to the partial derivatives of 
equation (5). 


Cadi WOU 
Tl 


ly < 0 
% > O 
Ye > 0 
2. In this case, w is relevant because it affects the price of consumers’ goods and hence 


the real farm wage rate. 
See J. R. Hicks’ Value and Capital, Ch. II. 
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Next, by eliminating L, Q, H and v from equations (1) to (5) 


we obtain 
ae i | eee a 


This equation provides the basis for the choice of variables in the 
empirical investigation. Before proceeding with the empirical work 
it is worth while attempting to establish from our theoretical model 
the properties of equation (6). For this purpose we shall take for 
eranted that, in equations (2) and (4), fr’ di) < Oe < 6 
and $,, > O. 

Holding p constant and differentiating equations (1) to (5) 
with respect to w, we get :— 
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We now have five linear equations in terms of the five partial 


derivatives vind =, & =, 2» and 2L Solving for = we have 
a he M% 
ax 7 
= = a 0 100—f(L) |+/0 100 —f(L) 
° ¢01 —pP() 0 001 —pf’(L) 
0-110 0 1.1 76 48 ~«is (28) 
—~, 010 O 0 010 0 
—Y¥» 00-%, 1 0 00-1 














Since f’ (L) > O, f” (L) < O and ¢,, > O, it follows from 
equation (12) that, if ¥, > O and %» < O then = < O. However, 


w 
if as we have shown earlier, the signs of ¥# and ¥, are indeterminate, 


. , Mm, : . 
the sign of — also indeterminate. In other words, we are unable 
w 


to deduce from the usual assumptions of economic theory whether an 
increase in the general wage rate (the price of exports remaining con- 
stant) will lead to an increase or decrease in the volume of exports. 
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Differentiating equations (1) to (5), partially with respect to p, 
and solving the resultant equations, we get: 














ax 
"leas 0 10 oO —f’(L) |+|0 10 0 —f (L) 
—f’(L) 00 1 -—pf”’ (L)| (0 00 1—pf” (L) 
0 —11 0 0 1 —11 00 (13) 
—p 01 0 0O 0 O4. .@ @ 
—Y, 00-¥%, 1 0 00—%, 1 
It follows from equation (13) that, if 4 > Oand ¥, = O, then 
. > O. It has been shown, however, that Y < O while 2 O. 
Hence the sign of = is indeterminate. 


p 
To sum up, economic theory has shown us that the volume of 


exports is a function of the export price level and the general wage 
rate. But it has not shown us whether the volume of exports will 
increase or decrease as a result of an increase in either of the indepen- 
dent variables. This is one of the questions which we must ask of 
the facts. We turn now to the statistical problems involved in the 
empirical investigation. 

III 


A fundamental source of difficulty in measuring supply functions 
is the time lag between price changes and resulting changes in supply. 
In the ease of New Zealand’s export supply function, this difficulty 
is of particular importance, due to the slow mobility of labour between 
agricultural and other industries, and the high ratio of long-term 
capital to other factors of production employed in agriculture. The 
volume of exports in any year is a function of prices of many previous 
years. But it is obviously impracticable to treat each of these prices 
as an independent variable. The best that we can do with a short 
time series is to treat as independent variables only those years’ prices 
which are most important in determining the volume of exports in a 
given year. 

Neglect of earlier years’ prices and of other long-term factors 
determining the volume of labour and capital employed in agriculture 
will, if we regard the volume of exports as our dependent variable, 
result in an autocorrelated error term. A particular feature of the 
following analysis is the device used for avoiding this autocorrelation. 
By expressing the variables as relatives, rather than as absolute 
quantities, it is possible to randomize the error, and, also, assuming 
an exponential trend, to dispense with time as an independent 
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variable. This procedure is based on the assumption that elasticities 
are constant and that the error term is a first summation of a random 
series. Under these assumptions we might have a supply function of 
the following form. 


log Q (t) = a log P (t—1) + b log P (t—2) + et + u(t) . . (14) 
where 

Q (t) = quantity supplied in period t. 

P (t) = price in period t. 


t = time. 
u(t) = u(t—1) + €(t). 
(t) = random error. 


a b, e are constants. 


Differentiating equation (14), substituting t—1 for t, and observ- 
ing that Au (t—1) = € (t), we have 
AQ(t—1) ‘ AP (t—2) p AP (ts) 7 
Q(t—1) P(t—2) * P(t—a) + Crs(t) ... (1) 


Adding unity to both sides of equation (15), we have 


Q(t) P(t—1) P(t—2) 
———————— == § k+e(t)....(16 
tI) i) P2) +> PU) + k+*(t) (16) 
where kk —~ 1 —a-—Drte. 


Thus, in equation (16), which is expressed in terms of relatives, 
the time variable has been eliminated and the residuals have been 
randomized. 

The next feature of the statistical technique employed in measur- 
ing the export supply function is that a three-year relative has been 
taken as the dependent variable. In this way it was found possible, 
without disturbing the randomness of the error, to obtain a higher 
multiple correlation coeffiicient than when a single year relative was 
used. This is what one would expect.® 





4. The technique of choosing autoregressive transformations which will result in random 
residuals, was suggested by D. Cochrane and G. H. Orcutt. “Application of Least Squares 


Regression to Relationships containing Auto-correlated Error Terms.” Journal of the 

American Statistical Association, Vol. 44, pp. 32-61. March, 1949. 

+ . Zn is easy to show that if, in the equation y(t) = ax (t—1) ++ bx (t— 2) 
e (t), 


(i) a and b have the same sign. 
(ii) the x variable is not auto-correlated and 
(iii) ¢ (t) is a random error. 
then, a greater multiple correlation coefficient can be obtained by using the transformation 
y(t) + y (t —1) + y (t — 2) = ax (t — 1 + (a + b) x (t — 2) + 
(a+b) x (t — 3) + bx (t — 4) +e (t) + ad dl (t — 2) 
(t 
Q (t— 3) 
4Q (t—1) 4Q (t — 2) 4Q (t — 3) 
1 
+-“Fa-n +e am +S aoe 
it appears likely that a higher multiple correlation coefficient can be obtained by taking 


Q (t) : , P (t) 
Qit—3) as the dependent variable than can be obtained by taking TaD 


Making use of this proposition and observing that is approximately equal to 
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Finally, in this section something must be said concerning the 
construction of the index numbers used in the statistical analysis. 
When, as in this case, we are measuring the supply function not of a 
single product, but of a group of products, care must be taken to 
avoid the introduction of a bias by using unsuitable index numbers. 
Ideal index numbers have, therefore, been constructed to measure 
relative changes in both the volume of exports and the export price 
level. 

The products whose prices and quantities were used in construct- 
ing the index numbers are butter, cheese, wool, lamb and mutton. 
For the years following the introduction of the/bulk purchasing and 
guaranteed price systems for meat and dairy products, the prices 
taken are the f.o.b. contract prices, less credits to the stabilization 
accounts. Prior to this all prices have been obtained by dividing 
declared values, f.o.b., by the corresponding quantities. Export prices 
and quantities have, in all cases, been taken for the year ended 
30th June, as this corresponds more closely to the production year 
than does the calendar year. 


IV 


In measuring the export supply function the method of least 
squares regression has been employed. The variables are as follows: 


E =} ideal index number measuring the relative change in the 
volume of exports between the years ended 30th June 
t—3 and t. 

P, = ideal index number measuring the relative change in the 


f.o.b. price of exports (less credits, if any, to stabilization 
accounts) between the years ended 30th June t—3 and 
t—2. 

P. = ideal index number measuring the relative change in the 
f.o.b. price of exports (less credits, if any, to stabilization 
account) between the years ended 30th June t—4 and 


t—3. 

W = relative change in the all groups wages index between the 
years t—4 and t—2. 

A =} increase (in thousands) in the strength of the armed forces 


between 31st March t—3 and 31st March t. 

The variables E, P; and Ps have been fully discussed in the 
preceding sections It will be observed that a two-year change in the 
wage rate has been compressed into a single variable W instead of 
being treated in the same way as the price variables. This was found 
to be necessary on account of the high autocorrelation of the one year 
relative change in the wages index. By introducing the variable A it 
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is possible to explain more of the variance over the war years than 
would otherwise have been possible. Even so, it is evident from the 
graph and table that the regression estimates of E for the years 
immediately following the commencement and finish of the war are 
poor. 


Percentage Increase in Volume of Exports 
over Three Year Period ended 30th june 


———- 


' ’ 
Estimates from (18) QO----— 





Using the above variables, we obtain the following regression 
equations. 


E = — .35P; — .43P2 + .09W — .67A + 1790... . (17) 
(10) (.11) (.21) (.21) 
§2 
— = 2.39 R = .833 
S2 
E = — .382P, — .41P. — .67A + 1826... . (18) 
(.09) (.09) (.21) 
§2 


oa = 236 R= .832 
S2 

The figures in brackets are the standard errors of the regression 
coefficient, R is the multiple correlation coefficient and 82/S2 is the 
ratio of the mean-square successive difference to the variance of the 
residuals. If the error is non-autocorrelated, the last statistic is sym- 

2N 

metrically distributed about 7 | The values of 82/S2 obtained for 


equations (17) and (18) indicate a non-autocorrelated error, thus 
supporting the theoretical argument put forward in the preceding 
section for the transformation of the variables to relatives. 

In equation (17) the low coefficient of W and the comparatively 
high standard error of this coefficient make it advisable to reject this 
equation in favour of equation (18). The fact that the multiple 
correlation coefficient here is virtually as high as that for equation 
(17), and that we have eliminated a parameter with a comparatively 
high standard error, make equation (18) a more useful equation. 
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What now does the latter equation show us with respect to the 
price elasticity of the export supply function? It shows that, if we 
allow a two-year period for the volume of exports to respond to a 
new price situation, then the elasticity of supply is — .82 + t(.09); 
while, if we allow a three-year period, the elasticity is — .41 + t (.09), 
where t is taken from the table of the t - distribution at the 
required significance level. In view of these results it appears that 
for the short to medium period (that is to say, allowing up to about 
a three-year period for changes in production to take place), the 
elasticity of New Zealand’s export supply function is negative. The 
difference between the regression coefficients of P; and P2 is, however, 
too small to enable us to determine whether the elasticity is decreasing 
or increasing as the time lag increases from two to three years. 


V 

In the preceding section it was shown that the short-term price 
elasticity of the export supply function is almost certainly negative. 
From the pure economist’s point of view this is an interesting con- 
clusion, for it suggests that in the export industries, income effects 
are a powerful influence. From a more practical point of view the 
result is somewhat disturbing. It means that one of the influences 
which would normally make for stability in the foreign exchange 
market makes, in New Zealand’s case, for instability. Those who 
advocate a return to the free exchange market, or the use of exchange 
rate variations to correct short-term movements in the balance of 
payments on current account, should consider this fact carefully. 

Nothing has been said in this article concerning the long-term 
elasticity of the export supply function. One would expect that, 
given a sufficient length of time for the full effects of a price change 
to work themselves out, the price elasticity would be positive and the 
elasticity with respect to the general wage rate negative. Statistical 
verification of these facts would, however, require a longer time series 
than has been available for this investigation. 


A. R. BERGSTROM. 
Auckland University College. 
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- APPENDIX 
‘ VALUES OF VARIABLES IN EQUATIONS (17) AND (18) 
EE vg | | | 
5 | | Equation | Equation 
); Year ae ae wi} ail E | y (18) 
| | Estimate | Estimate 
ne = | | a 
at | | | | 
t 1926 1131 | 1152 999 | 0 | 921 990 | 999 
. 7 1152 | 1131 1029 | 0 | 1097 1003 | 1008 
ne 8 811 1131 1030 | 0 1118 1113 | 1110 
’ 9 908 | 811 1035 | 0 | 1223 1217 | 1209 
. 30 1141 | 908 1052 | 0 1107 1097 1095 
r, 1 996 | 1141 1032 | 0 1131 1044 | 1047 
2 820 | 996 1001 | 0 | 1136 1165 1162 
g 3 751 | 820 926 | 0 | 1315 1259 | 1255 
4 910 | 751 850 | 0 | 1264 1226 | 1233 
5 911 | 910 884 | 0 | 1110 1161 | 1168 
6 1238 | 911 971 | 0 | 1030 1054 | 1064 
7 925 | 1238 1030 | 0 | 1013 | 1027 | 1030 
8 1184 | 925 1132 | 0 1093 1081 | 1075 
ce 9 1256 | 1184 1207 | 0 | 969 952 | 947 
40 955 | 1256 1138 | 35 | 967 996 | 990 
e. 1 1001 | 955 1062 89 | 945 | 1065 1062 
n- 2 1083 | 1001 1045 | 133 | 1023. | 987 989 
1019 | 1083 1064 | 111 | 1013 | 990 989 
ts 4 990 | 1019 1081 | 35 1071 | 1080 1075 
he 5 1027 | 990 1078 | -41 | 1113 | 1130 1125 
6 1052 | 1027 1043 | -120 | 1045 | 1155 1156 
es 7 1091 | 1052 1095 || -112 | 1214 | 1131 1127 
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SOME RECENT DEVELOPMENTS IN THE 
STERLING AREA 


I 


Since the publication of Professor Tew’s article! in this journal 
in 1948 there have been important developments affecting the present 
and future of the sterling family. From being a penurious group 
of nations carefully rationing their drawings on a dollar pool, which 
was steadily, and sometimes swiftly, dwindling, they have reached a 
point where their high net dollar income has enabled them to build 
up this reserve to a comfortable, if not a completely safe, level. Part 
of this improvement has undoubtedly been due to the re-alignment 
of currencies which took place in September, 1949—though this does 
not prejudge the question of whether the position might not be even 
happier if present rates of exchange on the dollar were nearer to their 
pre-devaluation level. Much of it has clearly been due to the political 
situation arising out of Korea and the subsequent raw materials boom. 
And the continued high level of activity in dollar countries (however 
much or little we attribute it to re-armament) has probably been the 
most important single factor in maintaining the sterling countries’ 
dollar income—which is far more responsive to a fall in the level of 
world activity than their dollar import needs. This last point warns 
us that it is desirable that reserves should be built up against such a 
contingency ; how great they should be must be largely a matter of 
opinion. But it seems reasonable to assume a continued need to 
economize in the use of dollars—to a greater or less extent—in order 
to insure against future falls in dollar surpluses (or recurrence of 
deficits) which would probably occur with any perceptible easing of 
international tension or any tendency towards trade recession. The 
impact of re-armament inside the sterling countries on their reserves 
may also be adverse, even if delayed by the swift and large scale 
defence measures taken by the U.S.A. 

Some other important factors which must be borne in mind as 
we consider the developments of the past three years are, firstly, the 
recovery of the non-dollar economies—Europe in particular ; secondly, 
the conclusion of the European Payments Union; and, thirdly, the 
gradual approach to a solution of the vexed question of the sterling 
balances by agreements between the U.K. and the countries concerned. 


II 
It seems logical to begin by noting the main characteristics of the 
sterling system—the ‘‘conditions of membership,’’ if we might so cal! 
1. “Sterling as an International Currency,’’ Economic Record, June, 1948. 
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them, though in nearly every case, the main underlying principles 
are modified to suit the position of individual countries who differ in 
certain economic essentials from the others. 

The first characteristic is the pooling of dollar earnings, and the 
use of drawings on the dollar pool in accordance with generally agreed 
priorities, which depend on the nature of the goods purchased and 
not on the dollar earning power of the country drawing on the pool. 
Import policy is, however, administered by each independent sterling 
country in its own way, and there is no guarantee, apart from mutual 
confidence, that all sterling countries will pursue similar policies. 
Clearly, the likelihood of this happening will be greatest (a) when 
common dangers and mutually agreed policies bind the different 
countries together most closely, and (b) when individual countries 
have no great incentive—in the form of peculiarly acute famines of 
certain dollar goods (not easily obtainable elsewhere)— to interpret 
the mutually agreed policies more liberally than their fellows. 

The second main characteristic is the relative freedom of capital 
transactions within the area, though countries reserve the right to 
control certain capital movements, especially speculative outflows 
of capital, where these might be a danger to their reserves. The 
opposite side of this feature is the application of common exchange 
control policies towards outside countries—varying from almost com- 
plete freedom of all kinds of transactions with transferable account 
countries to the close control of all sorts of transactions with dollar 
countries. Some sort of exception to this is the case of Hong Kong, 
where the difficulties of imposing a strict exchange control make it 
desirable to maintain a more liberal attitude to dollar transactions. 

Thirdly, sterling countries choose to hold the bulk of their reserves 
and working balances in the form of credits in London. Some of these 
sterling balances arise as counterparts of the dollars contributed to 
the sterling area’s dollar pool—i.e. from dollar surpluses. Others 
arise out of a sterling country’s readiness to give net credits to the 
other non-dollar countries (i.e. run a surplus with them).? 

Fourthly, there is considerable discussion of common economic 
problems between sterling countries. There is a statistical committee 
in London on which all the Commonwealth countries are represented 
(including Canada as an observer) and Eire; its function is the 
exchange of information. In matters of policy the main organ is 
the occasional meeting of the Commonwealth’s finance ministers. It 
will be seen, therefore, that though matters of sterling area policy 
are discussed at such meetings, participation in them is not depen- 
dent on membership of the sterling area; and we may expect that 


2. Especially of food of which non-dollar sources at comparable prices are not available. 








32 THE ECONOMIC RECORD JUNE 


such co-operation would continue in spite of any alteration in mem- 
bership or other functions and obligations of the sterling area. 

There are other features common to sterling countries; the fact 
that they do an especially high proportion of their trade with each 
other, and that they usually vary their exchange rates together. But 
such aspects as these (though they are of importance in determining 
the membership of the area) are in no sense necessary or invariable 
‘conditions of membership.”’ 

The essentially free nature of the membership of the area means 
that any country might choose to leave it at any time, in the sense 
that it might wish to cease to observe the obligations and exercise the 
privileges of membership; or it might wish to cease to share in the 
pooling of dollars (as South Africa has done) yet continue to share in 
the other aspects of common policy. It is proposed to examine the 
sort of situation in which a sterling country may wish to do this, and 
when it would be in its best interest that it should do so. An attempt 
will then be made to examine some of the consequences of such a with- 
drawal for the other sterling countries. No sterling country con- 
templating withdrawal would be impervious to these repercussions 
on the others, both because adverse effects on such important trading 
partners would inevitably react on its own trade, and also because if it 
wished to maintain some of the privileges of membership (other than 
that of drawing on the dollar pool) it would clearly not pay to 
arouse their hostility. 

It is well known that political factors play a considerable part 
in determining the decisions of countries in such matters. If these 
aspects are neglected here, it is done with a view to isolating and 
clarifying the economic issues involved. 


[tl 


A country is likely to prefer to manage its own dollar problem 
if it believes that its present and prospective dollar needs will be 
covered by its expected dollar earnings; in forecasting the latter it 
will have to estimate any additional dollar earnings or savings which 
may be possible if it administers its own dollar policy; for instance, 
it may be able to impose a less strict exchange control policy than 
when it was a member of the dollar pool, and some countries might 
thereby hope to increase their dollar earnings; or it may believe that 
it will gain (in dollars or some other way) on balance from adopting 
a commercial policy more favourable to dollar imports and aimed 
less at encouraging trade with the sterling countries. For it should 
be noted that the existence of the dollar pool involves co-ordination 
of commercial policies; it has never been and could never be purely 
a monetary form of co-operation. It would also have to bear in mind 
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the degree of probability that if it ceased to adhere to the sterling 
area it might attract direct dollar investments which would not 
otherwise flow to it; it would hardly seem likely that such withdrawal 
would attract more of other forms of dollar loans. 

Before takng such a grave step as withdrawal from the dollar 
pool, the country in question would have to feel confident that its 
dollar position would, in the light of such considerations as these, 
be secure over all foreseeable future years; for if its position suddenly 
deteriorated it could hardly hope to come, cap in hand, and ask to 
rejoin. This means that it would have to take account of (1) probable 
cyclical and other declines in demand for its exports and its future 
“exportable surpluses’’ of them, and (2) foreseeable future rises in 
its need for dollars, especially for interest payments on dollar loans, 
and the extent to which these loans will have increased its dollar 
earning capacity by the time these payments become due. If direct 
dollar earnings may not suffice to cover dollar needs in some future 
years, the country will have to assess the probable size of its balance 
on current account with other countries, and how far any surpluses 
with them would be convertible into dollars. Of course, some deficit 
on dollar account could be permitted so far as other earnings were 
convertible, and so far as the country in question possessed gold or 
dollar reserves which it was willing to use. 

In short, a country may find it to its advantage to withdraw 
from the area’s dollar pool if it can cover its dollar needs at a time 
when its earnings are a cyclically low level and its dollar payments 
not likely to rise above their present figure; it should be very cau- 
tious about taking such a decision in a time of boom (if that is when 
its trade balance is usually most favourable), especially if its net dollar 
expenditure on capital and interest account is expected to rise in 
the future. 

But even if a country finds that it has been running a persistent 
dollar surplus, or that its surplus has risen more than that of other 
sterling countries, it would do well to reflect that current account 
figures may not reflect its true contribution to (a change in) the Area’s 
reserves. 

Firstly, a volume increase in, say, the United Kingdom’s dollar 
exports may include raw materials made in other sterling countries; 
unless these come from supplies hitherto consumed in the U.K., they 
should be regarded as an increase in the raw material producing 
country’s dollar contribution. In addition, any increase in produe- 
tive efficiency (i.e., fall in unit costs) by producers of these materials 
which makes possible the quotation of more competitive prices for the 
finished article, could be justly placed to the credit of the supplying 
country. 

B 
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Secondly, long-standing trade ties or long term agreements or 
some form of preferential arrangements may cause commodities to be 
sold within the sterling area which could, in fact, at the time of 
sale be sold to dollar countries at a higher price. Such a sacrifice of 
dollars should be placed to the credit of the country making it in 
some way—though it should not be forgotten that it often receives 
in return certain compensating advantages, especially in the form 
of long term stability of markets and certain invisible imports in the 
form of services connected with the selling of the goods. (Such 
agreements to sell products to the U.K. at less than their current 
dollar prices are not to be confused with sterling area membership; 
they could, of course, be discontinued without any change in the mem- 
bership of the area.) 

Thirdly, dollar expenditure by one country may often be in the 
nature of capital, rather than current, expenditure; purchase of 
American machinery now may raise dollar earnings in years to come 
—or the ability to produce dollar saving goods. The fact that many 
overseas sterling countries are in a state of under-development for 
which some forms of dollar machinery is essential, makes it probable 
that they will wish to incur dollar expenditure for such reasons to a 
greater extent than the U.K. The most rational method of calculation 
of annual contributions to the dollar balance of the area would be to 
attribute part of this dollar expenditure to each of the years of life 
of the capital goods in question or to weigh against the initial expen- 
diture the discounted value of the future stream of expected dollar 
earnings or savings.*® 

Fourthly, a reduction in, say, Australia’s import of textiles from 
the U.K. would indirectly make possible an increase in U.K. exports 
of these goods to dollar countries. But the resulting increase in dollar 
sales would partly be attributable to the U.K. manufacturers and 
salesmen who found the markets for the additional exports. And, 
conversely, the U.K. may, by increasing exports of capital goods to 
sterling countries, forego potential dollar markets for these goods. 

Other cases can be imagined, and the above examples are merely 
meant to illustrate that current account dollar balances are only the 
crudest of measures of a country’s real contribution to the dollar 
pool. They are not meant to prejudge the question of who would 
benefit most from the re-calculation of contributions; indeed, enough 
should have been said to indicate the impossibility of making 4 
statistical calculation—though an adequate knowledge of the facts 
may make possible some prima facie judgements in individual cases 

(and, indeed, it is only on this assumption that any dollar import 


3. It should be remembered that some capital imports are financed by ad hoe dollar 
loans (especially from the International Bank). 
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policy for the sterling area could be framed). It is hoped that the 
above observations will serve to increase our caution about estimating 
one country’s contribution and also to cause less effort to be spent 
on trying to estimate such magnitudes than in trying to increase 
them. In general, it is noteworthy that there has been amazingly little 
wrangling—in public at least—about such matters; but this has not 
prevented individuals from drawing somewhat hasty conclusions 
from a superficial glance at the balance of payments statistics. 

If a sterling country does decide to withdraw from the dollar 
pool, is such a decision likely to be against the interests of the sterling 
countries taken as a whole? Clearly, if the country withdrawing is 
a net dollar earner (taking good and bad years together), the pool 
will be so much the poorer, and, therefore, the other sterling countries 
will have to impose restrictions on dollar imports (or stimulate dollar 
exports) to an extent which would not otherwise have been necessary. 
Viewing the act from the point of view of the general welfare of the 
original group of sterling countries, we might favour it if the with- 
drawing country (which can now, of course, adopt a more liberal 
policy towards dollar imports) was amongst the poorest of the 
members (in terms of per capita income) and most highly populated, 
provided we believed that its additional dollar imports would be used 
to raise the general standard of living of its inhabitants. This might 
well be true if the country in question required imported dollar 
capital goods on a scale which its undertakings to fellow members 
of the pool prevented it from financing so long as it remained a 
member. Even so, it seems reasonable to assume that these priorities 
of lending and investment could be adequately decided under the 
prevailing sterling system (through such agreements as the Colombo 
plan) ; and it hardly appears probable that the relative degree of 
desirability of investment projects requiring dollars in individual 
countries would vary exactly with their dollar earnings. But the fact 
that those countries with highest dollar earning possibilities would 
in any event attract capital and most readily persuade other sterling 
countries to allow them to draw on reserves for this purpose, means 
that the existing free flow of capital between sterling countries and 
their close co-operation should provide sufficient guarantee that these 
potential dollar earning resources will be developed. The problem 
is only partly one which the free price mechanism is likely to solve 
satisfactorily ; where other factors than short-term economic advan- 
tage must be taken into account, it seems probable that success will 
best be gained by close co-operation of the type made possible by the 
Sterling system—in consultation with outside countries willing to 
assist in a like spirit. 
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If the country withdrawing from the pool is one of the higher 
standard of living countries and a potential net lender, its withdrawal 
will make it necessary for the other members of the group to adopt 
sterner dollar earning and dollar saving policies than would other- 
wise have been necessary. And it removes part of a source of dollar 
loans to backward areas which involve low interest charges and com- 
bines a maximum of co-operation and technical assistance from other 
countries, with the minimum of interference with the way in which 
they are spent. Indeed, so far as the backward country in question 
can balance its dollar drawings by a surplus with sterling countries 
or by drawings on its London funds, it incurs no interest charges 
(unless one includes under this term its sacrifice of the small interest 
payments it received for the balances previously held in London). If 
the country withdrawing is committed by a long-term agreement like 
the Colombo plan to giving aid to these countries, its withdrawal from 
the pool could increase the difficulties of the plan. 

It should be noted that the only country remaining a member of 
the sterling area which is not a member of the dollar pool is South 
Africa, whose gold production enables it to offer an inducement to 
sterling countries (in the shape of special opportunities of earning 
gold by exporting to it) in return for the other privileges of member- 
ship. There is little reason to suppose that these advantages— 
especially that of ready access to the London capital market—would 
be less highly esteemed by any other sterling country; and equally 
little to suppose that, short of the discovery of immensely valuable 
deposits of gold (or, perhaps, of radio-active minerals) within their 
boundaries, any other sterling country would be able to offer anything 
comparable in return for the: advantages of membership. 

However, there is always the possibility of these advantages 
becoming less. This might be true if the London capital market dried 
up as a source of long-term funds, whilst New York’s importance in 
this respect increased. It might also occur if the use of sterling to 
finance transactions with many different countries became restricted. 
At present, whatever may be the case on the former score, there seems 
little doubt that the area over which sterling can be used for current 
payments is steadily widening. It may be added that the coherence 
of the sterling system is increased by the continued position of long- 
term indebtedness of the overseas sterling countries to the U.K. and 
the fact that their London balances are not yet at a point where they 

can face with confidence declines in their export incomes. 


IV 


There have recently been various signs of some ‘‘creaking’’ of 
the sterling mechanism. There has been a tendency for some countries 
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to hold some of their own gold reserves—as does Ceylon since the 
setting up of her own central bank. Australia and India, too, have 
small gold holdings, and South Africa, of course, has always kept its 
reserves almost entirely in the form of gold. There has also been a 
tendency for the newly independent countries of the area—Ceylon, 
India, and to a small extent, Southern Rhodesia—and Iraq to hold 
some reserves at least in the form of their own government’s securities, 
thus departing further from a rigid sterling exchange standard.‘ 
Another development is the inevitable tendency for different 
countries to adopt slightly different policies towards dollar imports. 
However close the agreement which could be reached about dollar 
import restrictions in war time or when the reserves were at a crucial 
level, when they are higher there is a tendency for independent 
countries to revise their import programmes upwards—perhaps sur- 
reptitiously, but certainly quickly—if some error of calculation causes 
them to run a dollar surplus for long. There is no incentive for a 
sterling country to make a net dollar contribution to the area’s dollar 
pool as the extent of its drawings are not determined by the success 
of its dollar export drive; conversely, of course, if a sudden com- 
modity boom causes some members to gain an unforeseeable increase 
in their dollar income, the reserves of the whole area benefit—unless 
or until import restrictions are relaxed. Only the susceptibility of a 
country to the opinions of its fellow members if it fails to carry out 
its agreed share in saving dollars prevents it from drawing too heavily 
on the pool. But, as Professor Smithies says,® ‘‘It is not enough that 
people should refrain from killing the goose that lays the golden eggs; 
someone must feed it.’” And if a country quits the dollar pool it will 
no doubt—as did Egypt—expect to take a share of the gold reserves 
with it: this would, of course, be not merely to deal a blow at the 
goose, but to abstract some of the eggs it has already laid. For such a 
danger to become real it would be necessary not merely that impor- 
tant sterling countries should be confident of their ability to meet 
their own dollar requirements, but that they should be unwilling or 
unable to secure the sort of goods they require from sterling rather 
than from dollar sources; i.e., have persistent surpluses with the 
sterling area also. The position of deficit with the overseas sterling 
area into which the U.K. ran during part of 1950, appeared to make 
this danger real; but the position of substantial surplus on current 
account( both with sterling countries and with the world as a whole), 
shown in the U.K.’s figure for the whole year, seem to have averted 
this danger for the time being. However, the tendency for the terms 
of trade to move against industrialised countries at a time of high 


4. “The Sterling Balances of the Sterling Area,” by H. A. Shannon, Economic Journal, 
September, 1950. 


5. “European Unification and the Dollar Problem,” Q.J.E., May, 1950. 
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employment is exacerbated at a time of especially intense world 
demand for raw materials due to the political situation. In return 
for the deficit on current account which primary producing countries 
seem certain to run when lower prices rule for their products, it is 
not unfitting that in a time of boom a reverse form of sterling aid 
should flow to the U.K. In circumstances like the present, when 
intense defence preparations, which are in the general interest, are 
being disporportionately shouldered by one member, there can certainly 
be made a case that the additional imports required for this pro- 
eramme should be paid for not entirely by additional exports from 
the U.K., or even by loans from other sterling countries, but in some 
measure at least, by outright grants. This does not detract from the 
need for the U.K. to continue to make every effort to meet its current 
obligations; though whether it can hope for the astonishing success 
it achieved in the latter part of 1950 is a debatable point. In any 
event it is certain that a sterling country examining its net advantage 
from remaining in the sterling area, should examine not merely 
(indeed, not primarily) its London balances—which are, of course, 
subject to numerous speculative, seasonal and cyclical influences— 
but also its current balance, both with dollar countries and other 
sterling countries and its overall position, both in recent years and 
on the assumption that its trade position may be subject to a decline 
of world demand at a time not far distant. 
V 
But it must also examine how liquid its balances in London are. 
Kor the degree of its willingness to hold them will partly depend 
on their availability for payments to non-sterling countries. The 
E.P.U. scheme has meant that the balances of sterling countries with 
other Western European countries can now be used to finance trade 
with any other E.P.U. country; in other words, it has removed the 
currencies of Belgium, Sweden and Switzerland from the position of 
hardness that they have occupied at various times in the past. This 
has simplified sterling countries’ trade with Europe, for the cheapest 
source of goods in Europe can now be approached without the neces- 
sity to consider the hardness of the currency involved. There has 
also been some concomitant freeing of trade between sterling countries 
and Europe—in the case of the U.K. and her colonies under the terms 
of the E.P.U. agreement, and in the case of the Dominions by 
negotiations which have been going on recently with individual Euro- 
pean countries. Since the formation of E.P.U. there has arisen an 
enormous trade surplus of the sterling area with Western Europe, 
which has been partly due to the turn of the terms of trade against 
the industrialised countries in the recent raw materials boom. In 


other words, the sterling countries overseas have been running up 
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their balances in London in a way which has amounted not to credits 
to the U.K. (who has been living well within her income during the 
period in question) but to continental Europe. In return there has 
been some rise in the area’s gold and dollar reserves, but only to the 
extent of a proportion of this surplus. The rest is merely a claim 
on E.P.U., which, if it is not checked and reversed by larger imports 
from Europe to sterling countries (and, clearly, it is the overseas 
sterling countries who most require the goods Western Europe can 
provide), will constitute nothing but a claim on the weakest European 
currencies if E.P.U.§ should come to be wound up—which oceurrence 
is the more likely so long as such a pronounced state of imbalance 
exists. 

The U.K.’s offer of transferability status to all the E.P.U. coun- 
tries (i.e., the ability to use sterling for payments to other transferable 
account countries—which includes countries other than European 
and sterling countries) has been accepted by seven countries’—the 
Netherlands, Greece, Austria, Italy, Sweden, Norway and Denmark. 
This has of course extended the field over which sterling can be used 
as an international currency. At the same time the option of using 
sterling balances, rather than E.P.U. credits, means that sterling as 
such has not lost all its importance in Western Europe; indeed, it 
is becoming an increasingly hard currency there. Moreover, the 
gradual approach to a long-term settlement of the sterling balances 
problem, by the arrangement of the rate of release to be permitted 
to Egypt, Pakistan, India and Ceylon (the last three written into the 
Colombo plan), means that the potential drain on these is now known 
with far more certainty. Sterling is becoming no longer too plentiful 
to be a good international currency. 


VI 

Professor Tew was compelled to conelude his article in 1948 on 
a note of qualified pessimism. Ours can justifiably be one of cautious 
optimism. Sterling is not out of the wood; the dollar reserves are 
probably not adequate to stand the strain of a world recession, and 
certainly not that of a return to convertibility and a drastic loosening 
of dollar import restrictions. They have, however, reached the point 
where both of the latter relaxations should be seriously considered 
for some foreseeable future date, and where one of them—though 
not both® might even now be put into practice if sufficient safeguards 
could be retained upon capital transactions. If some form of guar 
antee that the gold reserves would not be allowed to fall below a 


6. ef. R. F. Kahn, “The European Payments Union” 
7. Up to March, 1951 

_ 8. But see the interesting remarks of 

Economics, Feb., 1951) on the degree of 

quantitative restrictions. 


Economica, August, 1950 
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certain level could be secured from the I.M.F. or the U.S.A., this 
argument would become more forceful. And, in any event, our long 
established habit of thinking of the gold and dollar reserves as the 
most important factor in the situation must be modified at a time 
when raw materials—for immediate use, not for stockpiling—have 
become an urgent necessity, perhaps even for survival. At present 
there is a grave danger that other countries, especially the U.S.A. and 
Europe, may have realized this before the sterling area. By the time 
the sterling area wakes up to the situation it may well find that its 
reserves have deteriorated in real value even more, or that its 
need for goods is not so intense as its regret that it did not purchase 
them when they were most needed. At the same time the sterling 
countries’ surplus with E.P.U. could provide a useful cushion against 
a fall in demand for their raw materials—provided this occurred before 
the end of E.P.U. or any successor it may have. 

On the other hand, the element of hardness which has been intro- 
duced into sterling, combined with its use to finance something like 
half the world’s trade, seems to have put it once more into the position 
of being—potentially at least—the principal world currency: in this 
Professor Tew’s faith has proved justified, so far as we can see at 
present. But, on a longer view, the danger of the area’s export income 
declining severely when commodity prices fall may once more make 
sterling too plentiful; this danger will be reduced if a definite settle- 
ment of the sterling balances problem can be reached before such a 
decline in demand occurs. The dollar is still too scarce to be used 
generally for working balances; the demand for this source of liquidity 
is mostly of the precautionary type, and the dollar is not yet plentiful 
enough to induce many countries who have hitherto held working 
balances in sterling to switch to dollars or gold to satisfy their trans- 
actions motive. 

Other more intangible factors, such as the re-emergence of the 
City of London as a financial centre of primary importance, and the 
continued ability of the sterling family to discuss most of their 
problems in a co-operative spirit (and usually to reach, at the worst, 
an agreement to differ), seem to indicate that the sterling system 
(quite apart from the dollar pool feature, which has perhaps had too 
much of the limelight lately) is in a healthy condition. Let us hope 
that this will be a ground not for complacency and trying to main- 
tan the status quo, but for extending the freedom of transactions 
between sterling and other countries and a readiness to welcome others 
into the fold provided they show willingness to assume the same 
obligations. 

J. O. N. PERKINS. 
Melbourne University. 
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RECENT TRENDS IN AUSTRALIAN FERTILITY 


I. Introduction. 
II. The Measurement of the Level Fertility. 
III. Marriage Fertility, 1926-27 to 1946-47. 
(a) Practical Difficulties of Measurement. 
(b) Average Issue. 
(c) Size of Family. 
IV. Conclusion. 


I 


Movements in the crude birth rates, the gross reproduction rates 
and other indexes of fertility over the past quarter of a century have 
created considerable interest amongst demographers and other 
students of Australian population trends. There is general agreement 
that over the early nineteen-thirties there was a distinct fall in 
fertility, followed by a recovery; the extent of which was obscured 
by the extremely high birth rates of the war period. 

On the exact point at which the recovery in the rates began there 
is some difference of opinion. While the crude birth rate and the 
gross reproduction rate suggest that the decline in fertility which 
had been in evidence from the middle of the nineteenth century was 
continued until 1934, when it was halted, and, in fact, turned into 
an upward movement, the adjusted nuptio-reproduction rate and the 
index of current marriage fertility indicate that the true turning 
point occurred about 1940. Whatever the year in which the upturn 
occurred, all the indexes point to a real increase in fertility from the 
beginning of the nineteen-forties. 

It now remains to be seen whether this increase will be sustained. 
Professor Karmel, in a recent note in this journal,! throws some doubts 
on there having been any permanent increase in fertility over the past 
fifteen years. He points out that the marriages of the years 1933 to 
1942 were producing progressively less children within their first five 
years, and therefore questions whether the increase in fertility, as 
shown by the usual fertility indexes, has been more than a reflection 
of a ‘‘borrowing from the future’’ of births which, under different 
economie and social conditions, would have been produced at a later 
period in marriage. If this is, in fact, what has occurred, then there 
will be a corresponding fall in the indexes as marriages enter the later 
durations. 


If 


Better understanding of possible future trends may be had from 
a consideration of what has been happening over the past twenty 
1. Vol. XXV, No. 49, pp. 83-88. 
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years or so. Before discussing these more recent fertility trends, it 
is perhaps advisable to recall the bases upon which some of the more 
familiar indexes are computed. 

Typical of these indexes are the gross reproduction rate and the 
index of current marriage fertility. The gross reproduction rate, it 
will be recollected, is calculated by relating female births occurring 
to mothers at each age to the number of females living at that age to 
obtain age-specific fertility rates, i.e., female births per 1000 females 
living. These fertility rates are then totalled to provide the gross 
reproduction rate. Similarly, in the index of current marriage-fer- 
tility, the number of confinements at each duration of marriage is 
related to the total number of marriages at each duration to obtain 
duration-specifie fertility rates, i.e., confinements at each duration 
per 1000 marriages. These fertility rates are also totalled, giving the 
index of current marriage-fertility. The gross reproduction rate then 
shows the number of female children that would be born to each 1000 
females passing through their reproductive age groups if the age- 
specific fertility rates remained as calculated, while the index of 
current marriage-fertility shows the number of confinements that 
would occur in each 1000 marriages, provided that the duration- 
specific rates remained as calculated. 

Because of the provisos with which these rates are hedged, their 
value as measures of fertility is open to very considerable doubt. It is 
by no means difficult to envisage a situation in which the specific 
fertility rate at an age n is so high as to make the maintenance of 
the calculated specific fertility rate at the age n + 1 a practical, if 
not a physical, impossibility. The same situation could well apply to 
duration-specific fertility rates. Again, the level of fertility at a 
particular age or at a particular duration of marriage will depend in 
part upon fertility at previous ages or at previous durations of 
marriage, in part upon current conditions and in part upon future 
prospects. To expect marriages showing a given level of fertility 
at a particular duration ¢ to show the same level in x years, as another 
set of marriages now shows at duration ¢ + 2 is quite unrealistic and 
most unlikely to be in keeping with the recorded facts. 

These considerations suggest that the use of the gross reproduc- 
tion rate, the index of current marriage-fertility and other similar 
indexes in the measurement of fertility levels is at best a hazardous 
affair. Indeed, it is by no means impossible that understatement or 
overstatement could readily occur. Thus, in the circumstances men- 
tioned by Professor Karmel, the gross reproduction rate and the 
index of current marriage-fertility would both tend to overstate the 
true level of fertility while births are being ‘‘borrowed,’’ and to 
understate it while the consequential ‘‘lull’’ is occurring. 
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In the ultimate, the only really satisfactory method of measuring 
the level of fertility is to follow through the experience of the various 
cohorts of marriages. This procedure has the disadvantage that it 
will at no stage be possible to summarize in the one index the level 
of fertility in a particular year. It is doubtful, however, whether it 
is not preferable to produce no index rather than produce one which 
may be understated or overstated to an undetermined extent.” 

In the following section, the experience of each annual cohort 
of marriages will be traced from 1926-27 to 1946-47. 


III 
(a) Practical Difficulties of Measurement. 


An immediate practical difficulty in tracing the experience of a 
given cohort of marriages is the determination of the relationship 
between marriages and recorded births. Births recorded in any year t 
at duration of marriage n may be related partly to marriages occur- 
ring in year ¢ — n and partly to marriages in year t — (n — 1). 

This is precisely the same problem that was met by Karmel in 
constructing his index of current marriage-fertility.2 His solution 
was to apply special weights to the marriages in each quarter of the 
years concerned. The weights used are reproduced hereunder. 











TABLE I. 
Weights Used in the Calculation of the Index of Current 
Marriage-Fertility. 

For births in year t within one year All other births in year t within 

of marriage. . (n-1) to (m) years of marriage. 
Weights to be ap- Weights to be ap- 
Quarter. plied to marriages Quarter. plied to marriages 
in relevant quarter. in relevant quarter. 

Year t-1: 1st Qr. 0.176 Year t-n: 1st Qr. 0.125 
2nd Qr. 0.528 2nd Qr. 0.375 

3rd Qr. 0.852 3rd Qr. 0.625 

4th Qr. 0.976 4th Qr. 0.875 

Year t: 1st Qr. 0.824 Yeart-(n-1): 1st Qr. 0.875 
2nd Qr. 0.472 2nd Qr. 0.625 

3rd Qr. 0.148 3rd Qr. 0.375 

4th Qr. 0.024 4th Qr. 0.125 





It will be noted that separate weights were used for births 
occurring within one year of marriage. It may be shown, however, 


2. Tha above discussion disregards the technical problems associated with the selection 
of the basis for the presentation of an index. These only aggravate the difficulties here 
mentioned. 

8. Economic Record, Vol. XX, No. 38, pp. 74-80. 
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that this refinement does not usually give results materially different 
from those obtained when the weights appearing in the final column 
of the table are applied uniformly to all marriages, irrespective of the 
year in which the births took place. For the purpose of this investi- 
gation it was therefore decided to use Karmel’s general approach, but 
not to apply special weights for births occurring within one year of 
marriage. 

There are other practical difficulties to be surmounted in deter- 
mining the marriages to which the recorded births are to be related. 
These, too, were met by Karmel and are discussed in detail by him in 
his description of his index. They may be summarized briefly as 
follows :— 





(i) The data available refer to confinements rather than births, 
and thus understate slightly absolute figures. 

(ii) The marriage data used include remarriages, a changing 
proportion of which will affect the level of fertility. 

(iii) Migration of married couples will affect the number of 
recorded births. 

(iv) There are possible inaccuracies in the statistics for duration 
of marriage. 

(v) Births are classified according to year of registration rather 
than year of marriage. 

(vi) Changes in the proportion of first births occurring within 
one year of marriage will affect the level of fertility. 


There is a further difficulty, not mentioned by Karmel, associated 
with the determination of the required number of marriages. The 
breakdown of marriages by death, divorce and separation will affect 
the denominators of the expressions used for calculating the duration- 
specific fertility rates. To the extent that no account is taken of this, 
the rates will be understated. Changes in mortality, divorce or 
separation rates over time will destroy the comparability of a series 
of fertility rates. In short periods, such changes will generally be 
unimportant, but over long periods and over years of considerable 
' social disturbance they could become of some importance. 

Karmel’s finding was that the sources of error noted by him 
would not be such as to affect seriously the level of his index from 
1933 onwards. In the present investigation, it is similarly possible 
to conclude that, since the factor most likely to introduce errors, viz. 
migration, was relatively unimportant over the period 1926-27 to 
1946-47, the discrepancies arising from these sources may be disre- 
garded. Except in the case of the war-time marriages, the additional 
difficulty pointed out above, is also unlikely to introduce major errors 
over this period. 
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(b) Average Issue. 


The most useful table available for tracing the experience of 
different cohorts of marriages is that published annually by the Com- 
monwealth Statistician in his Demography Bulletins under the head- 
ing, ‘‘Nuptial Confinements: Duration of Marriage and Previous 
Issue.’’ By using these tables over a series of years, it is possible to 
trace not only the number of confinements to each cohort, but also the 
years in which they occurred and the number of first, second or subse- 
quent confinements. By calculating specific fertility rates, it is 
possible to demonstrate, to any given point, the average fertility of 
1,000 marriages contracted in any particular year or series of years. 

In Table II legitimate confinements are expressed as a rate 
per 1,000 marriages contracted during each year from 1926-27 to 
1946-47. The table was simply constructed by calculating the specific 
confinement rates at each duration of marriage per 1,000 marriages 
and cumulating them to show the total fertility to the end of each 
year of marriage. Thus, the confinements in the first year of marriage 
in 1927 were related to the weighted numbers of marriages in the 
years 1926 and 1927, in the form of a rate per 1,000 marriages. To 
this was added the corresponding rates for confinements in the second 
year in 1928, in the third year in 1929, and so on. The same procedure 
was adopted in respect of other marriage cohorts. 

The outstanding feature of the table is the stability in the total 
issue of the various marriage cohorts at the higher durations of 
marriage. This consistency is particularly noticeable in marriages of 
the years 1926-27 to 1937-38. Among these pre-war marriages, at 
least, it seems that the total issue per 1,000 marriages has tended to 
move towards an upper limit of about 2,300, i.e. 2.3 confinements per 
marriage. The figures available for the war time and immediate post- 
war marriages do not cover sufficiently long periods to enable firm 
conclusions to be drawn, but when the conditions experienced by 
these marriages are taken into account, it may be stated generally 
that their fertility shows no evidence of being markedly different, on 
the average, from pre-war marriages. This being so, the point can 
be made that, notwithstanding the decline in the various indexes of 
fertility that occurred during the 1930’s, there is, in fact, no real 
basis for the assertion that marriage fertility has fallen over the past 
twenty years. 

The table points to yet another difficulty associated with the 
construction of an index of fertility. Disregarding the war-time 
marriages, upon which unusual influences have been working, it will 
be seen that, from 1926-27 to 1937-38, the numbers of confinements 
in the first and second years of marriage were steadily declining. Yet, 
after nine years of marriage, the total issue per 1,000 of each of these 
cohorts of marriages was approximately the same. There is definite 
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CHART No. 1. 
CONFINEMENTS PER 1,000 MARRIAGES. 
MARRIAGE COHORTS OF. 1926-27, 1930-31, 1934-85 AND 1937-38. 
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evidence, therefore, of an increasing tendency towards the postpone- 
ment of births over the period. Chart No. 1, which shows the total 
number of confinements for the early significant years of marriage in 
each 1,000 of the cohorts of 1926-27, 1930-31, 1934-35 and 1987-38, 
illustrates how this tendency took effect. 

The importance of a postponement of births in influencing the 
movements in the fertility indexes may readily be seen. During the 
period in which the postponement was taking place, the indexes 
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would show a decline, but, when, at a later date, the postponed births 
actually occurred, they would show a recovery. This, in fact, partly 
accounts for the fluctuations that occurred in the index of marriage- 
fertility and the gross reproduction rate during the 1930’s. The 
effect on the gross reproduction rate was rather over-shadowed by the 
influence of a rapidly changing marriage rate, but the index of 
marriage-fertility was also affected. 


(ce) Size of Family. 

Changes in the average issue per marriage are of considerable 
interest, but a wider understanding of the changes in fertility can 
be obtained from an a examination of the dispersion about the mean. 
Thus, it is important to know the movements in the proportion of 
childless families, the proportion of\ large families and the proportion 
of small families. 

A more detailed analysis of the figures shown in Table II 
is possible. Within each duration of marriage, it can be shown how 
many confinements were first, second, third, or subsequent confine- 
ments. Thus, by totalling the number of births at each order of birth, 
the number of first, second, third, or later births to each marriage 
cohort can be obtained. 

The procedure may be illustrated by reference to the marriage 
cohort of 1945-46. In 1946, the rate of first confinements per 1,000 
marriages in 1945-46 was 293, and of second confinements, 2. In 
1947 the rates were 270 for first confinements, 43 for second confine- 
ments, and 1 for third confinements. At the end of 1947 it was there- 
fore possible to say that, for every 1,000 marriages contracted in 
1945-46, there were 563 cases in which there had been at least one 
confinement, 45 in which there had been at least two confinements, 
and 1 in which there had been at least three confinements. Since there 
had been no fourth confinements, it could be concluded that there 
was only one case in which there had been three confinements. There 
must, then, have been 44 cases with two confinements, 518 cases with 
one confinement and 482 cases with no confinements. Carried from 
the first year of marriage to the final fertile year, the procedure 
enables the family composition of each 1,000 marriages in each cohort 
to be determined. 

It is here that the inherent difficulties of analysing fertility by 
the generation method are encountered. Since the fertile period of a 
marriage has a duration of up to some thirty years, it is not strictly 
possible to determine the fertility of each cohort until that period has 
elapsed. Thus, by reason of this time factor, it is not possible to com- 
pare accurately the completed fertilities of the marriages contracted 
over the period 1926-27 to 1946-47. Fortunately, because of the 
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concentration of births in the early years of marriage, the ultimate 
level of fertility and the size of family can be assessed with a fair 
degree of precision by the end of the twelfth year. We are thus in a 
position to trace the general changes in family size that have occurred 
in the marriage cohorts from 1926-27 to 1935-36. The main trends 
in the fertility of marriages from 1936-37 to 1940-41 can also be seen. 

Table III shows the relative sizes of the families of each cohort 
of 1,000 marriages contracted from 1926-27 to 1935-36, when traced 
through to the end of the first twelve years of their existence. 


TABLE IIT. 
Marriages, 1926-27 to 1935-36. 


1,000 Marriages Classified According to Size of Family to 
Twelfth Year of Marriage. 





Year of Marriages with Children Numbering 








Total 
Marriage 0 1 2 3 4 5 6 7 8 9 Issue 
1926-27 212 228 219 165 98 47% 2 9 3 1 2002 
1927-28 197 224 246 161 89 46 24 9 3 1 2025 
1928-29 204 222 241 170 86 45 20 8 3 1 1992 
1929-30 198 219 254 166 85 46 21 7 4 — 2002 
1930-31 200 200 265 164 96 41 21 £10 2 1 2032 
1931-32 219 197 244 170 91 48 22 7 2 — 1996 
1932-33 200 208 255 176 91 42 21 8 3 1 2030 
1933-34 214 197 253 173 91 45 16 . 3 1 1989 
1934-35 206 188 265 197 74 48 17 6 4 — 1996 
1935-36 209 190 252 189 91 40 19 3; — 2012 





The outstanding features of this table can be summarized shortly 
as follows :— 


(a) There is no evidence of increased childlessness among these 
marriages (if 10 per cent. of all marriages are assumed to 
be sterile, then it may be concluded that 10 -per cent. are 
childless as a result of deliberate abstention from child- 
bearing). 

(b) One child and large families are increasingly fewer with 
each new cohort. 

(ec) The decreasing popularity of one-child and large families 
has been offset by increasing popularity of two and three 
child families. 

Broadly similar features can be seen in the figures for marriages 
contracted from 1936-37 to 1940-41 when followed for the first seven 
years, although some obscurity is introduced by war-time influences. 

4. This was the percentage of apparently sterile females found in a survey conducted 


by the National Health and Medical Research Council. Report of the National Health and 
Medical Research Council, Nineteenth Session, Canberra. P. 22. 
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TABLE IV. 


Marriages, 1936-37 to 1940-41. 
1,000 Marriages Classified According to Size of Family to 
Seventh Year of Marriage. 











Year of Marriages with Children Numbering Total 
Marriage 0 1 9 3 4 5 6 Issue 
1936-37 236 271 302 137 43 10 : 1514 
1937-38 237 266 302 141 44 9 1 1520 
1938-39 235 246 322 146 41 9 1 1548 
1939-40 251 242 316 142 40 8 1 1506 
1940-41 247 256 316 136 37 a 1 1485 





There is an apparent increase in childlessness in the marriages 
of 1939-40 and 1940-41, but this is probably due to war casualties and 
other war-time influences. The seeming reversal of trend in one-child 
families in the 1940-41 marriages is almost certainly attributable 
to the same factors. In other respects, the trends are similar to those 
noted above, the large families continuing to fall in popularity, and 
the two and three-child families maintaining popularity. 

The experience of marriages from 1941-42 onwards is of too short 
duration to permit firm conclusions from being drawn. The figures 
shown in Table II suggest, however, that once account has been 
taken of the effects of war, there is no reason to believe that current 
marriages are showing radically different trends from pre-war 
marriage. 


IV 


It is of interest to note that the Australian experience has been 
paralleled in many respects in England and Wales. P. R. Cox, ina 
discussion on the Report of the (United Kingdom) Royal Commis- 
sion on Population, points out® that: 


‘‘ Although average family size may not have varied much 
in recent years, the relative numbers of large and small 
families have done so... . Since 1938 the numbers of fifth 
maternities in England and Wales have diminished by about 
5%, sixth maternities by 20% approximately, seventh by 
25%, eighth by 30%, ninth and tenth by 40%, and these 
falls are no doubt a continuation of the trend observed in 
the previous fertility data of the last hundred years... . 
The corresponding numbers of marriages, which constitute 
the exposed to risk, have been fairly constant.’’ 
5. Journal of Institute of Actuaries, Vol. LXXVI, Part I, No. 342, p. 56. 
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Cox contends that ‘‘the rise in smaller families which has com- 
pensated the fall in larger ones is a war-time phenomenon associated 
to some extent with exceptionally high numbers.’’ 

As will be clear from the previous section of this paper, this has 
not been the experience in Australia, where the rise in smaller families 
has been taking place over the past twenty years. In both countries, 
however, the stability which has been noted in recent years has been 
largely fortuitous and the result of conflicting tendencies. It appears 
doubtful whether this stability will be maintained in either country, 
but in Australia, at least, the trends in family size give little indicaton 
as to whether the average issue wili increase or decline. 


R. J. LINFORD. 
Canberra, A.C.T. 











THE EMPLOYMENT PROBLEM IN PRE-CLASSICAL 
ENGLISH ECONOMIC THOUGHT 
SUMMARY 

1. Introduction. 


2. Mercantilism as a Theory of Employment. 
3. Conclusion. 


I 


Assuming classical theory to be correct, there is no cultural 
problem involved in the view often expressed by modern writers that 
mercantilism was ‘‘naive.’’ Pre-classical theory becomes of little 
importance, since it indicates merely that the truth of economic 
matters had not yet been discovered. But the phrase, ‘‘favourable 
balance of trade,’’ has survived a century and a half of classical 
thought. It is frequently used today. And it is closely tied in with 
the fear of goods. We have apparently adopted the theory of free 
competition, but the idea of favourable trade balance persists, neverthe- 
less. This trend in modern thought reawakens our interest in the 
past experience of nations with the economy of nationalism, and 
reveals a possible element of truth in mercantilist policy as it has 
persisted in the lay mind and in the illegitimate creations of minor 
economists for a century and a half. 

The problem then becomes one of the ascendancy of classical 
economic theory, the fact that the England which reached commercial 
and industrial supremacy through protectionism and naval wars 
should give birth to the doctrine of the natural harmony of stateless 
competition to the economic benefit of all nations. It should be the 
task of present-day students to examine the ideological foundations of 
economic action in both periods from the advantageous viewpoint of 
subsequent experience. 

From the fourteenth to the seventeenth century, English thought 
favoured a foreign policy which abhorred imports and encouraged 
exports. The central idea of the system of regulation comprising both 
the period commonly called bullionism and the mercantilist era proper 
is generally considered to be the importance to the nation of the supply 
of precious metal. This identification of wealth with bullion is usually 
thought to be the most grievous error of mercantilist thought, and the 
point of difference between Adam Smith’s theory of the growth con- 
jointly among nations through trade, and the mercantilist axiom that 
one nation could grow rich only at the expense of a rival state. 

Reasoning with the a posteriori benefits of the principle of inter- 
national balance of specie flows, the doctrine of comparative costs, 
and Say’s Law, it seemed evident to classical and neo-classical 
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appraisers that the mercantilists must have misconceived the connec- 
tion between exports and imports, and thereby relinquished the advan- 
tages of international division of labour for the dubious benefits of an 
increasing stock of monetary metal. 

Regulation of exchanges on any ground would be futile, under 
classical theory, since the foreign trade mechanism is considered to be 
automatically self-equilibrating. Thus Hume’s early formulation of 
the self-adjusting nature of specie flows is heralded as the first exposé 
of the futility of mercantilist views. The second argument of classical 
theory runs to the effect that even if it were possible to maintain a 
favourable trade balance, such attempts to interfere with intern- 
national trade result in a decrease of goods available for consumption, 
since countries specializing in the production and exchange of those 
commodities in which they display the greatest comparative advantage, 
or least comparative disadvantage, will each end up with a greater 
quantity of goods than if they attempt economic self-sufficiency. 

The essential point is that the doctrine of comparative costs is of 
significance only in a society where labour and natural resources are 
fully employed. That is to say, given a situation where the production 
of one commodity can only be increased at the cost of withdrawing 
productive agents from the making of another commodity, it is true 
that a country will gain from specializing in the production of those 
goods in which it has a comparative advantage and trading for those 
in which it has a comparative disadvantage, but if an employment 
problem exists, due to a deficient market for commodities, the problem 
takes another turn. Mercantilist exaltation of exports makes sense, 
if one is thinking in terms of a society where full employment involves 
a supply of goods which are surplus in the sense of not being disposable 
in the domestic market at a protfiable price. Those modern theorists 
who reason from the assumption that the demand for goods is never 
insufficient to provide full employment, fail to find any meaning in 
mercantilist regulation. 

We may safely assume, however, that the interest of the mercan- 
tilists in the consumption of other countries did not arise from any 
benevolent concern for their well-being. And because it is so clear 
to their critics that the policy, when carried to its logical extreme, 
would reach its zenith when everything would be exported and nothing 
imported, we must assume that this reductio ad absurdum must have 
been equally evident to the mercantilists. Although there can be no 
doubt that early writers in large numbers believed specie desirable 
for various reasons, there is another connection in which the argu- 
ment for a favourable balance of trade makes more sense, and that 
is with regard to employment. Untrained in the logical unrealities 
which are the sophisticated theorist’s intellectual equipment, numer- 
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ous writers saw, if only vaguely, that they could achieve a fuller 
employment of productive factors, even at the cost of producing goods 
in which they were at a comparative economic disadvantage or even 
by giving goods away. 

Economists were blinded to the intellectual acceptability of this 
idea because of their wholehearted acceptance of Say’s Principle of 
Markets. If goods exchange for goods, money acting only as a medium 
of exchange, and if human wants are insatiable, both in quantity and 
variety, then no employment problem can exist. The problem then 
becomes one of allocating resources in the way best suited to satisfy 
man’s insatiable wants. Tariffs then become the ugly things economists 
are agreed that they are, and the principle of comparative advantage 
comes into its own. 

Smith clearly indicated that this was the point of his disagreement 
with earlier writers: 


‘Consumption is the sole end and purpose of all production. 
... But... the mercantile system . . . seems to consider produc- 
tion, and not consumption, as the ultimate end and object of all 
industry and commerce.’ 


He then went on to say, ‘‘ What is prudence in the conduct of 
every private family, can scarce be folly in that of a great kingdom,”’ 
indicating that the problem of trade is getting as much as one can 
for what one gives. But the danger of comparing the economy with 
the family is the assumption, implicit in the analogy, that the economy, 
like the family, has no difficulty consuming its goods. 

So the fault has been perpetuated through the years. Allusions 
to the mercantilist’s naive eagerness to sell fail to recognize that the 
major concern of capitalist society is selling. The blindness to the 
employment problem is due to a basic failure to recognize the charac- 
teristics of capitalist society. 

With the publication of John Maynard Keynes’s General Theory 
came a reappraisal of pre-classical writers’ attribution to the precious 
metals of supreme importance to the national welfare, with new 
emphazis on mercantilism as a theory of employment. 

Keynes’s reasoning, of course, was that an equilibrium may be 
achieved under capitalist economy at some point below the level of full 
employment, due to insufficiency of inducements to new investment. 
Domestic investment is governed by the rate of interest, which (given 
a stable wage-unit and liquidity preference) is in turn dependent 
upon the quantity of money. Foreign investment is determined by the 
balance of trade. Thus, at a time when there was no direct means of 
controlling the rate of interest or home investment, a favourable trade 


1. Smith, Adam, The Wealth of Nations, Book IV, Chapter VIII, Cannan ed., p. 625. 
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balance was the only available means to stimulate domestic and foreign 
investment. He suggested that the usury laws, the concern over the 
domestic stock of money, maintenance of the wage unit, and sugges- 
tions to restore the stock of money by devaluation, could all be 
explained by under-investment theory. 

The connection between the mercantilist concern over the stock of 
money and the level of investment appears to be rather devious. There 
is, however, an employment argument which does not depend upon 
attaching supreme importance to the precious metals, and that is the 
problem of deficient consumption. 


II 


It remains to be seen whether or not mercantilist writings exhibit 
any foundation for an employment argument. The usual explanation 
of trade regulation is that the mercantilists were dominated by an 
unreasonable desire for specie. Although it is obvious that there was 
an intimate relation between the goods aspect and the monetary aspect 
of mereantilist thought, an alternative interpretation of mercantilist 
monetary policy is possible in terms of the employment effect. How- 
ever, it is also a mistake to assume that the desire for gold explains 
fully the concern for a favourable trade balance. An export surplus 
was widely considered to be desirable in itself, and a favourable trade 
balance continued to be an aim of social policy long after references 
to gold disappeared from mercantilist writings. National benefits 
were believed to accrue from shipping goods abroad, apart from the 
monetary benefit to the individual merchant and enhancement of the 
national stock of bullion. 

All the writers of the period agreed as to the national utility of 
making work for the labouring population. In promoting employment, 
two methods were available: first, the fabricating of domestic resources 
which at the time were being exported in the raw state, and, second, 
producing at home commodities which were being imported. The 
purchase of foreign labour in linen cloth, according to Andrew 
Yarranton, was the reason ‘‘why the people are unimploy’d and the 
land lyeth idle and waste.’ Although any manufactured exports 
had employment producing possibilities, Daniel Defoe extended the 
argument to the encouragement of those industries which offered the 
greatest stimulus to employment, and the discouragement of manu- 
facturers offering less opportunity for employment.? John Cary 
made a sort of calculation of the importance to the nation of various 
sorts of raw materials, grading them according to the amount of 


2. Yarranton, Andrew, England’s Improvement by Sea and Land to Out-do the Dutch 
Without Fighting, 1677, p. 144. 

8. Defoe, Daniel, A brief State of the Question, between the Printed and Painted Callicoes 
and the Woollen and Silk Manufacture, London, 1719, pp. 3-4. 
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employment they gave to the labourer.* Different forms of trading, 
and the trade of various countries, were also ranked in the order of 
their importance to employment. Nicholas Barbon recognized the 
single criterion that 


‘“‘The way of determining those controversies about which 
sort of goods are most beneficial to the government by their 
making or being imported; the sole difference is from the number 
of hands employed in making them.’’> 


And a year later Sir Walter Harris laid down as a principle, 
which admitted no doubt that 


‘That trade which supplies us with materials for our manv- 
factures (and thereby with employment for our people) . 
is necessary to our well-being.’’® 


Among others, George Berkeley must also be cited as clearly adhering 
to a similar line of reasoning. That these writers recognized the 
significance of the trade balance to employment is indicated by the 
fact that exports were sometimes measured, not in terms of value, but 
by the quantity of labour which they represented. This is an obvious 
reversal of the role of trade often found in mercantilist writings, and 
generally thought to be the universal belief of the time, that the 
labourer was merely a means to the exportation of goods, which in 
turn supplied desired specie. These writers explicitly dismissed the 
idea that gold was wealth, and made the emphazis on a favourable 
trade balance rest on the belief that ‘‘it suggests a strong probability 
that they employ more of our poor than we do of theirs.’’? Sometimes 
the gain from trade was considered as the amount of English labour 
embodied in imports, sometimes the increase in employment was 
measured in terms of exports alone. Petty went even further, recom- 
mending production of goods even though the product had to be 
burned upon completion for lack of sale.8 This suggestion immediately 
calls to mind Keynes’s similar statement that, lacking any more con- 
structive inducement to employment, we bury old bottles filled with 
bank notes in disused coal mines, covered over with town rubbish, 
leaving it to private enterprise to dig the notes up again. 

At home, as well as in trading abroad, voices were raised in advocacy 
of policies designed to stimulate employment. Recognition of the 
deficiency of effective demand is shown in statements concerning 
sumptuary legislation. Luxurious expenditures had long been con- 
sidered dangerous to society by the spokesmen of medieval times. 
Avarice and ostentatious consumption were not only sinful, but they 


Cary, John, An Essay, 2nd ed., 1719, pp. 13 

Barbon, Nicholas, Discourses, 1690, Hollander Reprint, pp. 23 ff. 
Harris, Sir Walter, Remarks, 1691, p. 21. 

Young, Arthur, Political Essaye, 1772, p. 530. 

Petty, Sir William, Writings of Sir William Petty, Hull ed. Vol. I, p. 60. 
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were socially undesirable because they tended to disturb class relations. 
This ethical condemnation continued in early mercantilist literature, 
although the argument came to rest rather on national productive 
power. By the time of Berkeley, however, the prohibition against 
extravagant expenditure extended only to foreign commodities. 

Some expression of the desirability of individual and national 
frugality continued, but there was a growing belief in the benefits 
of increased consumption as a stimulus to national power. Coke, 
Barbon, North, Petty, and others began assigning, at least to the rich, 
the moral obligation to spend freely in order to provide employment 
for the poor. They were followed, in a later period, by William 
Temple, Postlethwayt, Hume and Steuart. 

John Hagthorpe was among the first to condemn the wearing 
of foreign cloth and ornaments, believing it 


‘fa ease of conscience not to be neglected by those that have any, 
that our pride should set so many thousand Turks, infidels and 
heretickes at worke, whilst our brethren here at home perish for 
want of imploiment.’”® 


Even Thomas Manley, although he held the sternest of wage 
doctrines, was willing to condone drink, drab, and profuse living as 
long as the devices of sin were English products.!® Coke’s position 
was even more uninhibited. He stated categorically that trade ‘‘no 
where thrives better than where men spend above the ordinary means 
of living.’’"44_ And the astute Nicholas Barbon wrote that: 


‘“‘The two extreams to this Vertue, are Prodigality and 
Covetousness; Prodigality is a Vice that is prejudicial to Man, 
but not Trade. . . . Covetousness is a Vice prejudicial to both Man 
and Trade.’’!2. 


Barbon’s faith in consumption as a stimulant to industry was 
apparently unlimited, and he favoured the promoting of fashions by 
the Sovereign. Thomas Mun also approved of lavish spending by the 
Nobility and Gentry, since he felt that such expenditures ‘‘ will main- 
tain the poor with the purses of the rich, which is the best distribution 
of the Commonwealth.’’!% 

North and Cary concurred in this reasoning, and Bishop Berkeley 
carried the question a step further by suggesting the most desirable 
type of consumption, when he asked: 


‘*Whether the industry of the lower part of the people doth 
not much depend upon the expense of the upper? 


9. Hagthorpe, John, Gent., England’s Exchequer, London, 1625, pp. 17-19. 

10. Manley, Thomas, Usury at Six Per Cent. Examined, London, 1669, p. 10. 
ll. Coke, Roger, A Uiscourse of Trade, p. 294. 

12. Barbon, Nicholas, Discourses, 1690. Hollander Reprint, pp. 32 


ff. 
18. Mun, Thomas, England’s Treasure by Forraign Trade, London, 1664. Reprinted, 
m. 2. Ashley ed., 1895, p. 81. 
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‘“What would be the consequence if our gentlemen affected to 
distinguish themselves by fine houses rather than fine clothes? 

‘“Whether building would not encourage all other arts in the 
kingdom? Whether by this means much of the substance and 
wealth of this nation, which now goes to foreigners, would not 
be kept at home, and nourish and circulate among our own 
people? 

‘‘Whether as industry produces good living, the number of 
mouths and hands would not be increased; in proportion there- 
unto, whether there would not be every day more occasion for 
agriculture? And whether this would not employ a world of 
people ?’’14 
Fielding strongly favoured purposeless spending, because ‘‘the 

more toys which the children of all ages consume, the brisker will be 
the circulation of money and the greater the increase of trade.’ 
The clergyman-economist Josiah Tucker presented the principles of 
expenditures as if they were a moral obligation. A man must first 
educate his children and provide patrimony in order to assure their 
social station; after that, the best interests of society lay in the 
expenditure of his income for consumption; denial of such gratifica- 
tion would be covetousness, injurious to society by defect.1® Joseph 
Harris was also one of the group advocating luxurious living; he 
wrote that: 


‘‘The word luxury hath usually annexed to it a kind) of oppro- 
brious idea; but so far as it encourages the arts, whets the inven- 
tions of men, and finds employments for more of our own people, 
its influence is benign and influential to the whole society.’’!” 


Sir William Petty also believed that ‘‘entertainments, magni- 
ficent shews, triumphal arches, ete.,’’ were justified, since their costs 
returned into the pockets of brewers, bakers, tailors, shoemakers and 
others. As a final illustration, it may be noted that Mandeville, in 
his well-known Fable of the Bees, held that although frugality might 
enable an individual to increase his estate, this was not true for the 
nation.!8& 

It should be clear from the foregoing statements that the mercan- 
tilists were far from believing in the social benefits of individual 
saving, or that the economy would normally achieve full employment 
automatically, without artificial stimulation. Individual self-interest 
and social goals were not considered to be co-ordinate ; indeed, indivi- 
dual agglomerations of money funds were recognized as a cause of 


14. Berkeley, George, The Querist, London, 1736. Reprinted, J. H. Hollander, ed., 
Baltimore, 1910, Questions 120-133. 
Fielding, Henry, Enquiry, 1751, p. 11. 
16. ‘Tucker, Josiah, Seventeen Sermons, 1776. 
17. Harris, Joseph, An Essay on Money and Coins, p. 366. 
18. Mandeville, Bernard, The Fable of the Bees, 1714, Kaye ed. Vol. I, p. 182. 
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deficient demand for goods. The rich were under the obligation to 
spend their income freely. In addition, they were morally obligated to 
spend it for domestic commodities only. It is this aversion to foreign 
goods which orthodox theorists fined naive, due to their inability to 
relinquish the belief that mercantilist doctrine was dominated by 
the desire for specie. If their appraisal of mercantilism is correct, 
then the critics are quite right in finding it peculiar. But numerous 
writers of the period reasonably support the proposition that both 
increased home consumption and the export of commodities were 
favoured as a means of relieving the burden of unemployment. 

It is true that maintaining a demand for commodities adequate 
to employ the working classes was to most mercantilists the function 
of the upper class. In the same spirit which Malthus was later to 
exhibit, pre-classical writers were concerned with increasing the level 
of employment only within the institutions of the society which were 
considered pre-eminent. Their immediate intention seems to have been 
to resist any movement which threatened to break up class status 
and facilitate the social advance of the lower orders of society. There 
was apparently a widespread opinion that a high level of employment 
must be provided, but the recognition of need for liberal spending did 
not extend to a belief in high wages for the labouring population. 

Although the belief in low wages was partly related to inherited 
medieval ideas of status, this was reinforced by the almost universal 
opinion that workers were completely unwilling to labour, and that it 
was necessary to coerce them with hunger. Thomas Mun, Joshua Gee, 
William Temple, Thomas Manley, John Houghton, Jacob Vanderlint, 
and Sir Walter Harris, among others, insisted on the importance of 
hunger as a stimulus to indolent workers. Even Mandeville believed in 
maintaining a multitude of laborious poor, in the belief that no one 
would do unpleasant work unless compelled by necessity. 

On the face of it, it is strange that some writers who recognized 
the problem of involuntary unemployment should, with their next 
breath, attribute paupery to voluntary idleness bred by distaste of 
work. But still another idea was advanced along with that of com- 
pelling people to work by threatening them with misery—this 
was the belief that low wage labour, artificially produced 
by pauperizing expedients, would enable the manufacturer 
to place his commodity on ‘the market at a lower price and improve his 
prospects of capturing trade. Domestic employment could be increased 
either through expanding sales at home or selling more abroad, and 
if the former presented difficulties by threatening the labourer’s 
incentive or disturbing desired status relationships, the latter offered 
even greater possibilities of setting the poor at work. ‘‘ Foreign paid 
incomes’’ offered, in addition, benefits in terms of international power. 
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Economists are still debating the impasse, whether wages should be 
considered as a cost of production, in which case full employment 
depends upon a sufficiently depressed level of wages, or whether wages 
are chiefly important as a determinant of consumer demand, in which 
case full employment requires high wages if workers are to be able to 
buy the goods which they produce. Price theory offers the rather 
smug assurance that the free interplay of competitive forces will so 
adjust the cost-price structure that no involuntary unemployment 
can exist ‘‘in the long run.’’ The mercantilists, seeing misery all 
around them, had no recourse to this sophisticated doctrine by which 
to convince themselves that their eyes were deceiving them. Their 
resolution of the problem was to encourage domestic consumption 
where it was possible to do so without elevating the position of the 
labourer in the class structure of society, and to reduce the labour 
costs of production in order to capture foreign markets which would 
provide an outlet for goods sufficient to induce a high level of employ- 
ment. 

It is not intended to suggest that high wages were not also 
occasionally advocated. Ample payment for work was the proposal 
of a few writers who saw that selling depended upon the worker’s 
purchasing power. Daniel Defoe denied categorically that a country 
might become rich through the poverty of its workers. John Cary 
appeared to believe in the stimulus to trade flowing from higher wages, 
and Sir Thomas Culpepper, Jr., assumed an underconsumptionist 
viewpoint when he wrote that: 


‘“‘To dream of augmenting trade by stinting wages, too much 
resembles the judicious contrivance of that worthy squire, whom 
nothing would please, but to let his meadow for forty shillings 
the acre, and buy his hay at ten shillings the load.’”!’. 


The prevailing population doctrine was often a corollary of the 
general concern over employment. Although numerous expressions 
are found of the desire for an increasing population, this enthusiasm 
represented no mere interest in numbers. A dense population was 
thought to offer definite psychological and disciplinary values in com- 
pelling ingenuity and industry. But although workers were regarded 
as factors of production, they were only potential sources of wealth 
unless employed. A large population, it was frequently argued, meant 
low wages, which would generate a favourable balance of trade, to the 
end of increased national productive efficiency. But another argument 
is also encountered for an increasing population, motivated by the 
fear of redundant stocks of finished commodities. In this case, justi- 
fication for large numbers lay in the belief that more people meant 
greater consumption of goods. Thus Daniel Defoe wrote: 


19. Culpepper, Sir Thomas, Jr., The Necessity of Abating Usury Re-Asserted, 1670, 
p. 24. 
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‘‘Multitude of people, if they can be put into a condition to 
maintain themeslves, must increase trade; they must have food, 
that employs land; they must have clothes, that employs the 
manufacture; they must have houses, that employs the handi- 
crafts; they must have household stuff, that employs a long 
variety of trades.’’2°. 


Said Charles Davenant, immigration ought to be encouraged, 
because ‘‘even though immigrants be poor, those mouths would con- 
sume our home products.’’!_ Roger North also attributed to large 
numbers an increase in consumption, and hence, employment : 


‘*It is a strange Blindness to esteem Numbers of People a 
Burthen, when so much Good comes from them; their very Eating 
and Drinking is a profitable Consumption of our Country’s 
product, and their Labour is sowing Riches for the Public to 
Reap. ...'™ 


John Cary, in his remarks concerning Holland, also argued that 
a multitude of people ‘‘creates employment to each other,’’?* evi- 
dently on the assumption that people are born with purchasing power 
in their hands. Thé validity of this reasoning apart, such statements 
illustrate the extent to which the employment question permeated the 
thought of pre-classical writers. 

Finally, still another aspect of the employment doctrine of 
mereantilist England remains to be considered: that involving the 
formulation of a theory of money. Furniss must be recognized as 
having made a contribution to the evaluation of mercantilist literature 
by recognizing the frequency with which statements concerning the 
desirability of bullion were associated with a belief in its employment 
producing prospects.24 He was led to reject the mercantilist thesis, 
however, because of his determination ‘‘to restrict the function of 
money to its true sphere as a medium of exchange.’’ His position is 
the only one which can be taken along orthodox lines of reasoning, 
since ‘‘modern economic theory deals almost entirely with the effect 
of the proportion of money to goods upon the level of prices.’’ The 
quantity theory of money assumes a full employment situation. If 
one postulates full employment, then an increase in the quantity of 
money cannot, indeed, increase the level of employment. Clinging 
resolutely to the quantity theory, he finds it absurd to think that 
increases in currency could have any other result than price inflation. 
If, however, we modify this statement and assume that price inflation 
from increasing the quantity of money will result only approaching 
a level of full employment, the result is much more flattering to the 


20. Defoe, Daniel, A Plan of English Commerce, 1728, Reprinted Oxford, 1928, p. 20. 
21. Davenant, Charles, Works, Vol. I, p. 74. 

22. North, Roger, A Discourse of the Poor, London, 1753, p. 78. 

23. Cary, John, An Essay on the State of England, op. cit., p. 124. 

24. Furniss, E. S., Position of the Labourer in a System of Nationalism. 
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thinking of the mereantilists, who, after all, were engaged in practical 
statecraft based on observation of effects, rather than constructing a 
logical, but spurious, theory. 

Keynes recognized that the demand for precious metals might 
have some validity, on the ground that the level of employment is 
governed by the rate of new investment, which in turn depends upon 
the marginal efficiency of capital and the rate of interest, the latter 
being a function of the prevailing liquidity preference and the 
quantity of money. Although he had difficulty illustrating his 
contention with any explicit mercantilist reasoning in terms of this 
chain of effect, unquestionable statements may be found of mercantilist 
belief that an increasing quantity of money lowered the rate of 
interest, which facilitated commercial borrowing. Accompanying the 
investment argument is to be found a simultaneous belief that the 
possession of money creates a demand for commodities, and through 
increased consumption increases the employment of workers by whom 
these goods are produced. 

Keynes was inclined to slight the consumption argument because 
of his belief in the institutional stability of the consumption function 
and his pre-occupation with investment as the dynamic determining 
the level of employment. But pre-Keynesians were at a loss to explain 
merecantilist beliefs because they could not see beyond Say’s Law; 
money to them was a medium of exchange by which goods are bought 
to satisfy wants, consequently they conveniently overlooked the fact 
that under capitalist society, the motive by which people are led is 
not the accumulation of goods, but the accumulation through the sale 
of goods of a greater quantity of money than was laid out in the 
production of those goods—the celebrated profit motive. 

By the close of the seventeenth century the accumulation of gold 
was recognized as a necessary means of achieving a high level of 
employment. Stagnation and unemployment seemed to be the 
unavoidable result of a faulty money supply, and full employment 
was thought to depend upon an adequate supply of money. Malynes, 
in 1601, justified the necessity of importing precious metals by showing 
that it caused a rise in prices and created employment. In his view, 
money was clearly a means to achieve employment, rather than the 
reverse. 

The life-giving quality of money was often stated as analogous 
to the nature of the newly-discovered circulatory system of the body, 
its flow in the body politic energizing every part of the economy. To 
these writers, money was not merely a passive medium of exchange, 
but an active stimulus to trade. An early argument by William Potter 
ran to the effect that the wealth of the country consisted of all goods 
produced, money being valuable only in bringing about increased 
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production. The more money men have, Potter reasoned, the more 
they spend, and the faster they spend it. This increases the sales of 
merchants and manufacturers. Here money is not valuable for its 
own sake, but as a stimulus to consumption. Potter even indicated a 
rough sort of multiplier: increase money, and ‘‘both trading and 
riches will increase amongst men, much more than proportionable to 
such increase of money.’”> He explains this statement by saying 
that when men have little money they tend to keep it, but when they 
have much, they make it ‘‘revolve’’ much more rapidly. It requires no 
great exercise of imagination to read into Potter’s writing at least a 
erude appreciation of the propensity to consume and liquidity 
preference. 

John Law, arguing for creating more money, in 1705 arrived at 
conclusions similar to those of Potter. It is significant that both 
Potter and Law were advocates of the issuance of paper money. 
Mandeville and Berkeley might also be pointed out as representatives 
of this school of thought. Since they believed that the supply of money 
was important in putting people to work, it was natural that they 
suggested ways of assuring its increase. The numerous suggestions 
made in the 1700’s for manufacturing paper currency were based in 
large part on their anticipated effect in stimulating employment. 

In addition to encouraging increased consumer expenditures, the 
good effects of an increased monetary stock were expected to work 
themselves out through facilitating commercial borrowing. It was a 
fundamental postulate of early British thinkers that a low rate of 
interest was an index of national prosperity. Some theorists, such as 
Child, Culpepper, and Fortrey, recommended the lowering of interest 
rates by law. Before the time of Hume, however, a theory of interest 
developed which made interest rates rest at least partly upon the 
quantity of money, and therefore incapable of being modified by law. 

Hume himself recognized a correlation between the quantity of 
money and the rate of interest, but held that it was not the amount 
of money which caused low interest rates, but rather the demand of 
borrowers, the available reserve of savings, and the degree of profits 
arising from commerce. It is appropriate to conclude this appraisal 
of mereantilist thought with the views of Hume, who represents a 
transition from the merecantilist view of the necessity of regulatory 
action to Smith’s delineation of a self-equilibrating economic society. 
Hume is commonly credited with formulating the first clear statement 
of the quantity theory of money, and with judging the ‘‘true function’’ 
of money as a medium of exchange. He nevertheless supported the 
popular opinion that the level of employment is conditioned by the 
state of the monetary stock. In so doing he adhered to the quantity 


25. Potter, William, The Key of Wealth, 1650. 
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theory, and developed a theory of beneficial inflation. The industrial 
stimulation resulting from an influx of specie resulted, riume judged, 
from the differential responses of prices to that increase. 

Thus, although he minimized the importance of the absolute 
quantity of money, Hume agreed with his predecessors that employ- 
ment depended upon an increasing stock of precious metal. Hume 
represented, however, the beginning of a new age in economic thought, 
in which the politics of trade control virtually disappeared from 
respectable economic literature. 


III 


No period in English economic history has suffered more from 
the tendency to subject facts to a preconceived opinion than has the 
mercantilist era. The impropriety of this technique is the subordin- 
ation of the web of fact and argument to the thought of the classical 
school, with its assumption of the natural harmony of automatically 
self-adjusting economic forces. 

Modern inheritors of the classical tradition are predisposed to 
look upon the central economic problem as one of maximizing the 
quantity of goods and services for consumption, without considering 
the relevance to that problem of a society so organized that there is 
difficulty in disposing of goods profitably. Reasoning from a viewpoint 
of capitalist society, which recognized no difficulty in the full employ- 
ment of productive resources, the almost unanimous judgments of its 
appraisers has been to assign to mercantilism a not very dignified 
position in the history of economic thought. Preposterous motives 
have been assigned to the mercantile system which do no credit to 
the mereantilists, nor to their critics. 

The purpose of this paper has been to assess the writings of pre- 
classical English economists using the perspective of under-consump- 
tion theory in an attempt to find a new category of thought into which 
the mercantilist system of economics might be put. 

It has been suggested that a difficulty arises in analysing the 
mercantilist period because of the fact that writers of the times do 
not form a ‘‘school.’’ Theories were in a state of flux, and agreement 
among writers on one point did not commit them to agreement upon 
others. But this is a difficulty of judging any period of economic 
thought. Modern economic discipline varies at least as widely as did 
the mercantilist, and one is hard put to refer to ‘‘the’’ school without 
betraying his own preoccupations. In spite of these difficulties, it is 
unreasonable to dismiss completely the concept of a fundamental 
philosophy, and if the ideas of a period show some broad unity and 
continuity, we are justified in seeking the conditions which defined 
the problems of the time, without committing ourselves to any theory 
of a group mind. 





1951 


wert 
that 
ficie’ 
of a 
thar 
was 
emp 
cust 


writ 
Mal 
arg 
pers 
full 
liter 


beer 
a re 
Eng 
roac 
the 

stric 
gove 
men 
of ¢ 
and 
peti 


Eng 
und 
led 
thin 
Wee 
und 
in fi 
regu 
us b 


San 





ch 


he 
do 


nt 


nie 
lid 
yut 
, is 
tal 








1951 PRE-CLASSICAL ECONOMIC THOUGHT 65 


It would be difficult to attempt to prove that mercantilist writers 
were uniformly approaching the problem of statecraft with the idea 
that institutional strictures presented a continuing problem of insuf- 
ficient demand to maintain full employment. Certainly the desirability 
of an influx of precious metals was clouded by other considerations 
than the interest rate. And just as certainly, concern over consumption 
was related to the morality of social status as well as the desire for full 
employment. The writings of any period reveal the inheritance of 
custom as well as the realities of work-a-day problems. 

But there is much to suggest that one may reasonably find in the 
writings of the mercantilists a body of ideas of which the writings of 
Malthus, Hobson and Keynes are the descendants. The employment 
argument is found in the very earliest of mercantilist writing and 
persisted without break. Of all mercantilist doctrines, it most success- 
fully withstood criticism and emerged in dissentient economic 
literature through the nineteenth and twentieth centuries. 

Adam Smith’s Wealth of Nations is commonly considered to have 
been the repudiation of mercantilist doctrine which gave impetus to 
a revolutionary change in attitude toward government regulation. 
English theorists, the story goes, having gradually climbed the rocky 
road to truth with the aid of Hume, Steuart and others, finally realized 
the error of their old ways and appreciated the beneficence of unre- 
stricted trade among nations. In this sense, the throwing off of 
governmental controls was the outcome of an intellectual achieve- 
ment: the discovery of the specie flow mechanism and the principle 
of comparative advantage, the motive power of individual initiative, 
and the divine traffic-directing power of the invisible hand of com- 
petition. 

To hold this point of view, however, would be to say that Tudor 
England would have developed faster under free enterprise than 
under mercantilist regulation. One wonders whether classical doctrine 
led to the economic policy of laissez-faire, or whether a desire to let 
things alone led to a theory which justified that policy. Perhaps the 
Wealth of Nations became possible because Britain had achieved 
under mereantilism an hegemony in which a competitive advantage 
in free trade was enjoyed. If this thesis be correct, then mercantilist 
regulatory policy was not so naive as contemporary critics would have 
us believe. 


N. G. PAULING. 
San Antonio, Texas. 





NEWS AND NOTES 


The death of Professor L. F. Giblin in March was a profound 
loss to tha Society. He was one of the founders of the Society and a 
staunch supporter during the whole of its life. His distinguished 
career will be fully considered in our next number, but in the mean- 
time we are including in this issue a brief appreciation by Sir Douglas 
Copland, and a review of the book which Professor Giblin had only 
completed a short time before his death. 


Mr. J. F. Cairns, of the Department of Economie History in the 
University of Melbourne, has been awarded a Nuffield Scholarship 
and will be proceeding shortly to the University of Oxford. 


Mr. G. 8. L. Tucker, of the same Department, has been awarded 
a University Travelling Scholarship and will shortly go to Cambridge 
for further study. He has also been granted a Cambridge Research 
Scholarship. 


Dr. D. Cochrane has been granted a year’s leave of absence by the 
University of Melbourne, and has left for the United States, where he 
will be working with the United Nations. 


The Australian and New Zealand Association for the Advance- 
ment of Science held a conference at Brisbane from May 23rd to 30th. 
Section G (Economics) met under the chairmanship of Dr. E. R. 
Walker, and its sessions were well attended. The papers were well 
received and led to some good discussions. It may be possible to print 
some of them in the next issue of the Record. 


The Central Council of the Economic Society met at Brisbane 
during the period of the Science Congress. Some important business 
was transacted. Professor G. L. Wood was re-elected to the position 
of Secretary, and Mr. A. A. Fitzgerald was re-elected Treasurer. 
The editor’s decision to alter the publication dates of The Economic 
Record from June and December to May and November was approved. 
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BRANCH SECRETARIES 

The following list of secretaries of branches of the Economic 

Society is included for the information of members and intending 

members :— 

Victorian Branch.—Mr. J. C. Habersberger, c/o. Kodak (A/sia) Pty. 
Ltd., Southampton Crescent, Abbotsford, N.9, Victoria. 

New South Wales Branch.—Mr. P. T. Matthews, c/o. M.L. & C. Ass. 
Co. Ltd., 46 Martin Place, Sydney, N.S.W. 

Western Australian Branch—Mr. W. P. Mark, ¢/o. Employers’ Fed- 
eration, Box No. P1225, G.P.O., Perth, W.A. 

South Australian Branch.—Mr. J. McB. Grant, ¢/o. Department of 
Economies, University of Adelaide, Adelaide, S.A. 

Hobart Branch —Mr. W. A. Hurle, ¢/o. Town Hall, Hobart, Tas. 

Queensland Branch.—Mry. F. D. Gillies, Bureau of Industry, Treasury 
Building, Queen Street, Brisbane, Queensland. 

Canberra Branch.—Mr. R. Jay, c/o. Bureau of Census and Statistics, 
West Block, Canberra, A.C.T. 

Wellington Branch.—Mr. I. E. F. Wilson, ¢/o. Messrs. Bowden, Bass 
& Cox, P.O. Box 986, Wellington, C.1., N.Z. 


Christchurch or Canterbury Branch.—Mr. W. Rosenberg, ¢/o. Canter- 
bury University College, Christchurch, N.Z. 





Auckland Branch—Mr. A. R. Bergstrom, Dept. of Economics, Uni- 
versity College, Auckland, C.1, N.Z. 


Dunedin Branch.—Mr. C. A. Blyth, Department of Economies, Uni- 
versity of Otago, Dunedin, N.Z. 














NOTES 
L. F. GIBLIN: A BRIEF TRIBUTE. 


Professor Giblin died in Hobart on 1st March, 1951, at the age 
of 78, and by his death the Economie Society loses its most stalwart 
pioneer, its wisest counsellor and one of its most devoted adherents. 
When the Society was being formed in 1924, Giblin was already an 
elder statesman in the field of economics, and those of us who entered 
the Australian scene later benefited greatly by his advice and experi- 
ence. He was a member of the small group who originated the Society 
during a meeting of Section G of the Australasian Association for 
the Advancement of Science in Adelaide in August, 1924. Thereafter 
he played a leading part in the affairs of the Society ; as a contributor 
of papers, notably to the Tasmanian and Victorian branches; as 
President of these branches; as the writer of many articles in the 
Economic Record; and as the kindly, but firm, critic of many devoted 
students and colleagues. At the time of his death he was President 
of the Federal Council of the Economic Society, and was to have 
been President of Section G of A.N.Z.A.A.S. at its meeting in Brisbane 
during May of this year. 

Giblin came to economics through other studies, and brought 
with him a wide range of scholarship and a breadth of vision acquired 
during an extraordinarily varied and adventurous life. His original 
interests were mathematics and statistics, and probably he never 
regarded himself as having mastered the techniques of theoretical 
economies. But his wide experience, his massive intellect, his 
unrivalled knowledge of the Australian economy, his unprejudiced 
approach to all problems, and his sympathetic understanding of the 
aspirations of younger and less experienced colleagues, gave him a 
place in Australian economics over the last quarter of a century 
that no one else could have assumed. In his manifold activities as 
statistician, Ritchie Professor of Economics, adviser to governments, 
original member of the Commonwealth Grants Commission, and mem- 
ber of the Commonwealth Bank Board, he commanded universal 
respect and endeared himself to his colleagues and his subordinates. 
Much of his work was devoted to advising the many who sought his 
help ; his advice was given unselfishly, and it would be quite impossible 
to define the range and extent of his influence on the writings of 
others, or on the shaping of policy in many different spheres. He 
published little of his own, but nothing that he wrote could be ignored. 
Perhaps his principal work will be published posthumously. He had 
not long completed a history of the Commonwealth Bank when his 

power for work began to ebb. This book has now been published 
by the Melbourne University Press. His other most important 


68 





JU! 


pub 
Aus 
the 

wea 
his 

Aus 
in t 


yeal 
and 
Con 
debt 
app 
surty 
a re 
erac 
set | 
seen 
stud 
char 
he d 
has 

that 
Gov 
depr 
Fell 
his 1 
a Gil 


the x 
and 

The ; 
awai 
rewa: 
only 
truth 
phen 
powe 
wrote 
spirit 





Ss = ™ 


r 
iS 


d 
nt 
ve 
ne 


his 
sible 
s of 
He 
yred. 
had 
» his 
shed 
rtant 


JUNE, 1951 





L. F. GIBLIN: A BRIEF TRIBUTE 69 


published works were his inaugural lecture, as Ritchie Professor, 
Australia 1930, which contained his enunciation of the principle of 
the multiplier; and his participation in the reports of the Common- 
wealth Grants Commission, especially the Third Report. These and 
his other contributions to the development of economic study in 
Australia will form the subject of considered treatment in an article 
in the December issue of The Record. 

I had the good fortune to work closely with Giblin over many 
years in Hobart, Melbourne and Canberra. He was a wise counsellor 
and a great inspiration during the early days of the Faculty of 
Commerce and the School of Economics in Tasmania, and my personal 
debt to him is perhaps greater than that of his other colleagues. His 
appointment later to the Ritchie Chair in Melbourne caused some 
surprise in that he had no formal discipline in Economies, but it was 
a research chair, whose occupant was intended to guide senior and 
graduate students in research. He did not attempt to organise any 
set programme of research, and for this reason his output may not 
seem to the outside world to be very large. But his influence over both 
students and staff on many important matters was vital, and it was 
characteristic of him that he claimed little or no credit for much that 
he did. A great deal of his work is buried in correspondence, which 
has probably been destroyed long since. It is not generally known 
that he refused offical recognition of his work when the Commonwealth 
Government sought to honour him in 1933 for his work during the 
depression. But he accepted one signal honour, that of an Honorary 
Fellowship in his old College, King’s, at Cambridge, when he made 
his last visit to the United Kingdom in 1938. King’s has established 
a Giblin Studentship, open to an Australian graduate. 

I hope that appropriate measures will be taken to commemorate 
the name of this unusual man in the world of scholarship in Australia, 
and that some effort will be made to collect and publish his works. 
The art of biography is but ill-developed in Australia, but Giblin’s life 
awaits the exploration of some intrepid biographer, who will be 
rewarded beyond his most exciting expectations. Here it is possible 
only to pay a tribute to a great mind, an indefatigable searcher for 
truth, an original worker in the field of measuring economic 
phenomena and a noble and inspiring colleague. As his physical 
powers began to decline and he knew the end was approaching, he 
Wrote obliquely to his intimate friends to say farewell with the same 
spirit in which he had faced all his problems. 

What’s brave, what’s noble, 
Let’s do it after the high Roman fashion, 
And make death proud to take us. 
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A NOTE ON WAGE EARNERS’ SHARE OF THE PROCEEDS 
OF INDUSTRY. 


In recent years trade unions in Australia and; New Zealand have 
sought general increases in wages for the purpose of maintaining 
wage earners’ relative shares of the proceeds of industry. These 
claims were based on the fact that the proportions of wages and 
salaries in the official estimates of the National Income in these 
countries had fallen in recent years. In Australia, for example, the 
proportion of ‘‘Personal Income’’ which was received in the form of 
wages and salaries (including pay and allowances of members of the 
defence forces) declined from 59.4 per cent. in 1938-39 to 53.9 per 
cent. in 1947-48 and 54.4 per cent. in 1949-50.1 Thus, while there can 
be no doubt about the relative decline of this component in aggregate 
income in recent years, the use of these figures as a measure of the 
relative shares of the proceeds of industry accruing to wage earners 
is open to criticism from two main angles. 

Firstly, Professor Wilfred Prest has criticized this approach to 
the distribution of national income mainly on the ground that it 
confuses the form in which part of aggregate income is paid with that 
which is paid to a particular class.2 For example, he pointed out 
that in the case of workers who own their own houses, the imputed 
rental values of these houses is not included with ‘‘ Wages and 
Salaries’’ in the official estimates of the National Income, but forms 
part of ‘‘Net Rent and Interest.’’ Likewise he pointed out that the 
‘‘profits’’ of one-man business concerns and professional partnerships, 
which are included in ‘‘Profits from Unincorporated Businesses,” 
might well be regarded as forming part of ‘‘ Wages and Salaries.” 
Professor Prest suggested that it would be more appropriate to analyse 
the distribution of national income according to various grades of 
income. It might be mentioned in passing that some indication of 
the fruitfulness of this approach may be obtained by reference to 
Dr. Hare’s able analysis of the distribution of Personal Income by 
income groups in New Zealand over a period of years.® 

In the second place, the use of the proportion of wages and 
salaries in aggregate income as a measure of the relative share of the 
proceeds of industry accruing to hired labour, even in the form of 
wages and salaries, may also be criticized on the ground that any 
simple percentage distribution of an aggregate can be very misleading, 


1. For a detailed account of the distribution of Personal Income in Australia over the 
period 1928-29 to 1947-48, see Mr. H. P. Brown’s article on “The Composition of Personal 
Income” in The Economic Record, June, 1949, pp. 18-37. - 

2. See his Memorandum on “The Wage Earners’ Share of the National Income, 
I.P.A. Review, July-August, 1950, pp. 119-120. 

3. Industrial Relations in New Zealand, by A. E. C. Hare (Whitcombe & Tombs), 1946. 
Technical Appendix, pp. 343-370. 
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as it will reflect not only changes in the percentage distributions of the 
component parts, but also changes in the structure of that aggregate. 
Thus, given a big enough increase in the proportion of low labour 
cost industries, and/or, increase in entrepreneur income in one of the 
major components, then the proportion of wages and salaries in the 
aggregate will decrease, notwithstanding the fact that in the other 
components the proportion may remain unchanged or even increase. 
And, conversely, given the necessary relative shift to high labour cost 
industries, and/or decrease in entrepreneur income in one of the major 
components, the proportion of wages and salaries in the aggregate 
will increase notwithstanding the fact that in the other components 
the proportion may remain unchanged or even decrease. Thus, because 
farm income constitutes a major component of national income in this 
country, and because wages and salaries constitute only a relatively 
small share of farm income, disproportionate fluctuations in the size 
of this component will therefore produce variations in the percentages 
of wages and salaries in aggregate income which may bear no relation 
to changes in the percentages of the other components. For example, 
there can be no doubt that the heavy fall in farm income during the 
depression had the effect of increasing the share of wages and salaries 
in Personal Income in those years, but this does not necessarily mean 
that the relative shares of wages and salaries increased in the non- 
farming components. Likewise, the phenomenal rise in farm income 
in recent years must surely be reckoned a major cause of the fall in 
the percentages of wages and salaries in ‘‘ Personal Income”’ in these 
years. Any simple percentage distribution of aggregate income is 
therefore likely to produce a ‘‘statistical illusion’’ as far as the per- 
centage distribution of income in the components of that aggregate 
and in the averages of these components are concerned. Although 
various economists* have drawn attention to this weakness of a simple 
percentage distribution of aggregate income, this elementary, but 
important, point is all too frequently overlooked in discussions relat- 
ing to the division of the proceeds of industry. 

In view of the unreliable results which may be derived from 
percentage distributions of aggregate income, it will therefore be of 
considerable interest to analyse the behaviour of the relative shares of 
wages in the proceeds of particular industries over a period of years. 
Fortunately fairly complete statistics are available for the manufac- 
turing industries so that it is possible to treat wage earners separately 
from salary earners. The last column in Table I (appendix) gives wages 
a a percentage of the Net Product of the manufacturing industries 


_4. See for example: Fluctuations in Income and Employment, by Thomas Wilson 
(Pitman), 1949, p. 64. 
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in each year from 1920-21 to 1948-495 Since these percentages 
have been arrived at by first calculating wages as a percentage of the 
Net Product of each industrial group, and then combining them into 
weighted averages by means of fixed weights,® it has been possible to 
eliminate the influence of different rates of change as between the 
various industrial groups upon the average figure for each year. The 
percentage figures in this column represent, therefore, weighted 
averages of the percentages of wages in the Net Product of each 
industrial group in each year. Details of the figures for each indus. 
trial group will be also found in this table. 

The figures in the table (last column) show that the relative 
share of the Net Product of the manufacturing industries accruing 
to wage earners in those industries has ranged between 49 per cent. 
and 57 per cent. during the twenty-nine years under consideration. 
From 1920-21 to 1922-23 the proportion of the Net Product going to 
wages declined from 50.7 per cent. to 48.8 per cent., but rose sharply 
in the following year to 52.1 per cent., and for the remainder of the 
nineteen twenties remained fairly stable at about 52 per cent. to 53 
per cent. In 1930-31 the figure shot up to nearly 55 per cent., but 
declined steeply in the following year and remained below 50 per 
cent. until 1937-38. During the war years the proportion going to 
wages rose sharply and reached a war-time peak of 55.3 per cent. 
in 1943-44. This position has been well maintained in the post-war 
years, reaching a record high figure of 57 per cent. in 1948-49. This 
substantial increase in the relative share of the Net Product of manv- 
facturing industries accruing to wage earners in recent years is a 
direct contrast to the decline in the relative share of wages and 
salaries in Personal Income over the same period. 

Several general conclusions emerge from this discussion on 
distribution. Firstly, there is no satisfactory measure of the relative 
share of the proceeds of industry as a whole accruing to wage earners 
in this country. Secondly, the proportion of the Net Product of the 
manufacturing industries going to wage earners in those industries 
has increased considerably during recent years.?’ Thirdly, it is not 
possible from the data available to arrive at any conclusions regarding 
wage earners’ shares of the proceeds of other industries, with the 


5. This Table is an extension of the Table on page 56 of the December,, 1949, issue of 
The Economic Record. The Net Product has been calculated by deducting from the value 
of output (a) the material cost of production, including fuel and power; (b) salaries, ie. 
amounts paid to managerial and, clerical staffs; and (c) allowances for depreciation. 
residue constitutes the Net Product from which is paid (a) wages, i.e., amounts paid to al 
other employees (foremen and overseers, workers in factories, and carters and messengefs), 
and (b) profits. This latter figure does not, of course, constitute pure profit since no deduct 
tions have been made for such other costs as advertising, insurance and so on. r 

6. For an account of the method of weighting, see Footnote (b) to Table 2 (Appendix). 

7. It does not, of course, necessarily follow from this that the economic position of 
wage earners in these industries has improved over this period, for the reason that an increase 
in employment in relation to capital would push up the proportion of the Net Product 
going to wages. Further investigations would therefore be needed to discover the causes of 
these variations in the distribution af the Net Product. 
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exception of farming. It is only to be expected that the phenomenal 
rise in farm income in recent years would have depressed the relative 
share of wages in this industry. For example, the proportion of wages 
in the Net Value of Production in this industry declined from 27.1 
per cent. in 1945-46 to 18.5 per cent. in 1948-49, and 15.3 per cent. in 
1949-50.8 But even here it would be advisable to distinguish between 
the various classes of farming. Experience in this regard in the fruit 
growing industry would undoubtedly be very different from that in 
the pastoral industry. Finally, the fact that the results obtained from 
the division of the Net Product of the manufacturing industries differ 
so markedly from those obtained by the division of ‘‘ Personal Income’’ 
in recent years should suffice to demonstrate the misleading character 
of this latter approach. If it is desired to obtain an accurate measure 
of the relative share of the proceeds of industry accruing to wage 
earners in the form of wages, then it would appear that this could 
only be done by analysing the position in each major industry and 
then combining these results into a weighted average, as was done 
with the manufacturing industries. If, on the other hand, it is desired 
to obtain an accurate indication of the distribution of income amongst 
the various classes of society, then it would appear that the sensible 
thing to do would be to adopt Professor Prest’s suggestion and proceed 
to analyse the distribution of national income according to income 
groups, taking due account of the effects of the financial operations 
of Government. 


D. W. OXNAM. 
The University of Western Australia. 


FOOTNOTE TO APPENDIX I. 


(a) The various classes of industry are as follows: I. Treatment of Non-metalliferous Mine 
and Quarry Products. II. Bricks, Pottery, Glass, etc. III. Chemicals, Dyes, Explosives, 
Paints, Oils, Grease. IV. Industrial Metals, Machines, Conveyances. V. Precious 
Metals, Jewellery, Plate. VI. Textiles and Textile Goods (not Dress). VII. Skins and 
Leather (not Clothing or Footwear). VIII. Clothing (except Knitted). Food, 
Drink and Tobacco. X. Saw Mills, Joinery, Boxes, etc., Wood Turning and Carving. 
XI. Furniture of Wood, Bedding, etc. XII. Paper, Stationery, Printing, Bookbinding, 
ete. XIII. Rubber. XIV. Musical Instruments. XV. Miscellaneous Products. XVI. Heat, 
Light, Power. 

(b) Weighted average. Fixed weights were used in order to neutralize the effects of dif- 
ferent rates of change as between the various industrial groups. Each industrial group 
was weighted according to the proportion of the value of production of that group to the 
total net value of production of all manufacturing industries in the year 1935-36. 

(c) Source: Production Bulletins. 


8. Quarterly Review of Agricultural Economics, October, 1950, p. 154. 
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A NOTE ON DEMAND. 


The purpose of this note is to re-examine a point in the theory 
of consumption which may be illustrated by a quotation from J. R. 
Hicks’ Value and Capital (1st ed., p. 16): 


‘ 


.. a movement along the indifference curve to the right may 
actually increase the slope of the curve. This is no doubt a 
very queer case, but it is consistent with diminishing marginal 
utility.’ 

Contrary to this, it will now be suggested that the postulate of dimin- 

ishing marginal rate of substitution can be deduced from the postulate 

of diminishing marginal utility. The difficulty in immediately making 
this deduction stems from the existence of cross-effects on utility and 
from the fact that these cross-effects may be negative.! Consider 
then two commodities X and Y. For convenience X is measured in 

a chosen physical unit of small magnitude. In this section we examine 

the ease where a unit increase in X is balanced by such a decrease in Y 

as to leave the individual indifferent between the two collections. The 

input of all other commodities is assumed invariant. 

Now ‘consider the limiting case where the individual regards 
one unit of X as perfectly substitutable for @ units of Y under all 
circumstances. Then an additional unit of X reduces its marginal 
utility, while the reduction of Y by @ units raises the marginal utility 
of Y. But the ratio of the marginal utilities of X and Y must be 
unchanged, for this is the criterion of perfect substitutability in all 
circumstances—i.e., perfect substitutability requires that (m.u.), = 
(m.u.)y. a. Hence the negative cross-effects must have been just suf- 
ficiently large to offset the effects on own-utility. 

But in all cases where the degree of substitutability is not perfect, 
the negative cross-effects will be less than in the case just examined, 
and hence the ratio of marginal utilities will fall as the individual 
moves along the indifference curve. Further, we define the marginal 
‘ate of substitution of Y for X as the quantity of Y the individual 'will 
exchange for an incremental unit of X while remaining on the indif- 
ference curve. Consequently this marginal rate of substitution equals 
the ratio of the marginal utility of X to that of Y. 

Hence, from the hypothesis of diminishing marginal utility, the 
postulate of diminishing ‘marginal rate of substitution is deduced. 
The deduction does not apply to the case where two commodities are 
perfectly substitutable in the sense used, but this need not concern 
us as Such cases are almost certainly few and readily identified on a 
physical basis. 

1. Using a slight variation of the notation of H. Schultz Theory and Measurement of 


Demand, p. 22. Pry i: O are respectively called the complementary, independent and com- 
petitive cases. 
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It is now suggested that the foregoing is but a special case of 
a more general proposition, namely : If the input of X alone increases, 
there being no change in the input of any other commodity, the mar- 
ginal utility of X will diminish relatively to the marginal utility of 
any other commodity Y. The proposition again does not cover the 
limiting case. Again the argument is briefly that where there is 
perfect substitutability, the negative cross-effects prevent any change 
in the ratio of marginal utilities, but that in all other cases the crogs- 
effects will be less, and hence the ratio will diminish. 

The above argument is clearly significant for those who, like 
the writer, prefer to derive the theory of consumer demand from 
the intuitively comfortable hypothesis of diminishing marginal utility, 
For those who prefer to begin the theory at a later stage, the argument 
is of no practical relevance. 

BURGESS CAMERON. 
Trinity College, Cambridge. 


Mathematical Note. 


Let f(x,y) = U be the equation of the indifference system. As com- 
modities are assumed to possess positive marginal utility, dy/dx < 0. 
Hence the condition that the marginal rate of substitution be diminishing is 
that d*y/dx* > O 


~ -~* (~ f, +i 
As 5 ake = =) the second order condition may be restated as 
@ (4..P, — of tit, “- tvs x) = am 
‘ f, f f fy, 
ie i (2 BE ks f fe ee 


By the postulate of diminishing marginal utility, the right-hand side of 
this inequality is negative in sign. Further, the discussion is confined to cases 
where fxy is negative, as these are the cases where the problem arises. 

It is submitted as a matter of definition that the greater the degree of 
substitution between commodities, the greater is fxy. Therefore, in the 
extreme case of perfect substitution, fxy is a maximum; in fact the inequality 


(1) is not then satisfied, and fry = ha ( _ f.. + tw); a being a positive 


constant. ee 
In all other cases fxy is necessarily less, and hence the inequality is 
satisfied. 
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COMPLETED FAMILIES 


An interesting sidelight on the extent to which the Australian 
population is reproducing itself is obtained by an examination of the 
average size of completed families over a period of years. To make 
such an examination, the following data are required :— 


(a) Particulars of the parents whose families can be regarded as 
completed in each year; 
(b) The average number of children in such families; and 
{c) A standard for comparison to determine whether the size 
‘ of the completed families has reached replacement level. 


For the purposes of this note it is assumed that a female has 
completed her family if she has entered the age group 45 to 49 
years. In conjunction with the procedures referred to later in this 
note, this assumption implies that the upper limit for childbearing is, 
on the average, age 473, which is not unreasonable. 

The position as regards (b) is more dfficult. At each census a 
table is prepared showing the number of children to women of dif- 
ferent age groups, but this information is of no value, as it relates 
only to dependent children under 16 years of age. A reasonable 
estimate of what is wanted—the average total issue per married 
female—can, however, be derived from the table in Demography, 
which shows for quinary age groups at death, the average total issue 
of married females who died during the year. For example :— 

(a) Demography 1937 shows that the average total issue per 

married female who died in 1937, aged 45-49 years, was 3.25; 

(b) Demography 1942 showes that the average total issue per 

married female who died in 1942, aged 50-54 years, was 3.34; 
(ce) Demography 1947 shows that the average total issue per 
married female who died in 1947, aged 55-59 years, was 3.27. 

It will be found, if a comparison is made in this manner, that 
on each occasion the average total issue tallies closely. The process 
compares the average issue recorded for deaths amongst the same 
group of females as they pass through life, i.e., the above group were 
45-49 years in 1937, 50-54 years in 1942, and 55-59 years in 1947. By 
taking an average of three successive results, it is thought that a 
reasonable estimate is obtained of the average total issue of married 
females who, in the above illustration, for example, were aged 45-49 
years in 1937. 

To demonstrate the assumption made above the average total 
issue for married females who died in 1937 is compared in the 
following table with the corresponding figures for those who died in 
1942 at ages 5 years older and for those who died in 1947 at ages 10 
years older. 
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TABLE I. 


Average Total Issue per Married Female Who Died in the Feilowing 
Years Where the Age was Attained in 1937. 








Age in Died in Died in Died in 
1937 1937 1942 1947 Average 
45-49 3.25 3.34 3.27 3.29 
50-54 3.30 3.44 3.52 3.42 
55-59 3.56 3.71 3.66 3.64 
60-64 3.91 3.81 3.85 3.86 
65-69 4.35 4.24 4.26 4,28 
70-74 4.72 4.66 4.56 4.65 
75-79 5.32 5.14 5.09 5.18 
80-84 5.75 5.58 5.64 5.66 
85-89 6.17 6.05 5.88 6.03 





na Demography Bulletins, 1937 (Table 90b), 1942 (Table 73b) and 1947 (Table 
D ° 

It will be noted that the figures in the first column agree closely 
with the figures for subsequent years in the next two columns, and 
for the purposes of this note, the averages in the right-hand column 
are taken as the average total issue for the age-groups in the left- 
hand column. 

The initial assumption was that a female had passed out of the 
childbearing age at about 474 years of age. Hence those females aged 
45-49 in 1937, may, on the average, be taken as having left the child- 
bearing ages in that year. In fact, of course, it is impossible to fix 
definitely the age at which childbearing will be completed and some 
assumption on the lines of that made here is essential. 

This procedure enables the average total issue to be allocated to 
the years in which the families were completed. In the case of the 
average issue found above, the years are :— 


TABLE IT. 








Year in which Family Average Total Issue 
was completed per family 
1937 3.29 
1932 3.42 
1927 3.64 
1922 3.86 
1917 4.28 
1912 4.65 
1907 5.18 
1902 5.66 
1897 6.03 


If a similar procedure is followed for the appropriate age groups 
in the years— 


1936, 1941, 1946, 
1935, 1940, 1945, 
1934, 1939, 1944, 
1938, 1943, 1948, 
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total issue is obtained for families in each year up to 1938 on the 
basis of an average of 3 observations. For the families completed in 
the years 1939 to 1943, the series can as yet be based on an average 
of 2 observations. After 1943 only the trend can be obtained, as there 
is no support yet for the one observation available for each year after 
1943 to date. This series of average total issue for families completed 
in the years 1900 to 1948 is reproduced in the attached graph. 
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The graph reproduces the decline in fertility which has been a 
feature of the western countries for many years. Apparently even 
those stern old Victorians of the years before the end of the past 
century were not immune to the preachings of birth limitation and 
control which caused so much ferment in England in the latter half 
of the century. 

The graph becomes more interesting when another line is drawn 
showing the approximate replacement level which must at least be 
equalled if the females who pass out of the childbearing ages are to be 
regarded as having maintained the population level. 

The replacement level shown has been estimated on the assumption 
that a married female has maintained existing population levels if, 
on leaving the childbearing ages, she has borne enough children to 
ensure that the present position amongst, and number of, females 
leaving those ages with her will be reproduced. 

The procedure adopted in calculating this level is best explained 
by an example, i.e. :-— 

(a) The number of female births necessary to produce 100 

females aged 45-49 years, according to 1932-34 mortality, 
is 117.6. 
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(b) In 1933, 85.7 of every 100 females in the age group 45-59 
years were, or had been, married. It follows that, on the 
bases assumed, these 85.7 married females have to give birth 
to 117.6 female children if the existing position (i.e., 100 
females in the age group 45-49) is to be maintained. 

(c) The masculinity of births has, for a considerable period, 
averaged about 105 or 106 male births to 100 female births. 
Hence the 85.7 married females must produce 117.6 female 
and 123.5 or 124.7 male children, or an average total issue 
of 2.83 children per married female, the higher figure being 
taken. 

(d) In this example then, the replacement level is 2.83. 

(e) This calculation has been performed for the following years 
with the results shown :— 








Average Total Issue 





Year for Replacement 
1901-10 3.17 
1921 3.10 
1933 2.83 
1947 2.61 





The replacement level can only be regarded as an approximation. 
The main factors in its calculation are mortality and proportions 
married. Both of these change with time, and the calculated replace- 
ment level is, strictly, correct only if the children under review were 
actually subject to the assumed bases from birth until age 45 to 49 
years. Perhaps the line can be regarded as a fair approximation 
and left at that. 

The graph shows that, with the improvement in the vitality of 
the population, there has been a steady decline in the replacement 
level. This fall has not kept pace with the considerable fall in average 
total issue. The trend since 1942 is of particular interest in showing 
that what appeared to be a certain fall below replacement level, has 
at the last minute been diverted into a more or less hesitant move- 
ment just above. The feature of the graph that families completed 
up to 1947 have managed to replace themselves contrasts with the 
decline of the net reproduction rate below unity in the immediate 
pre-war years. The reason for the difference is, of course, that the 
present graph shows the complete result of actual families, whereas 
the net reproduction rate, like the replacement level described above, 
merely shows what would have happened if the particular conditions 
assumed in the calculation of the rate continued to apply in future. 


S. W. CAFFIN. 
Canberra. 
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SULPHURIC ACID AND FERTILIZER CONSUMPTION 
IN AUSTRALIA. 


Sulphuric acid is one of the most important products of modern 
industry. In Australia the fertilizer industry, chiefly superphosphate 
manufacture, is by far the greatest consumer of sulphuric acid. In 
1948-49 it used 91.0 per cent. of a total of 580,000 tons. 

Since 1943 there has been a phenomenal rise in superphosphate 
consumption from 478,115 tons to 1,406,861 tons in 1948-49, an increase 
of nearly 1,000,000 tons in 6 years. This rapid expansion largely 
follows the rise in world prices for agricultural and pastoral products. 
Even if a limited recession takes place, superphosphate is essential 
for the development of millions of acres of new pasture and agricul- 
ture lands now being prepared for settlement, and therefore indica- 
tions are that the demand for superphosphate will continue to increase. 

At the present time the production of superphosphate in all 
States, except Tasmania, is inadequate. Additional factories are 
planned for Western Australia, South Australia, New South Wales 
and Queensland, and in some cases construction work has already 
commenced. Superphosphate is manufactured from phosphate rock 
and sulphuric acid. The supply of phosphate rock, chiefly from Nauru 
and Ocean Islands, presents no immediate concern, but the supply 
of sulphuric acid is a problem which has yet to be solved, and its 
shortage is chiefly responsible for the rationing of superphosphate. 
The shortage of sulphuric acid is largely due to the curtailment of 
imports of brimstone from which the acid has been manufactured 
chiefly in the past. There is little prospect of brimstone supplies 
becoming available in the future, and Australia is faced with the 
problem of modifying existing sulphuric acid plants and building new 
ones to use local sulphur-bearing materials in place of imported 
brimstone. 

On present indications the demand for sulphuric acid in Australia 
is expected to increase at the rate of at least 10 per cent. per 
annum during the next ten years. In all probability by 1959-60 it will 
reach at least 1,000,000 tons or double the present consumption. Having 
regard to the wide range and ample resources of domestic sulphur- 
bearing materials available in Australia, the most economical method 
of increasing sulphuric acid production quickly would be the establish- 
ment of additional facilities to roast zine concentrates adjacent to 
fertilizer works. Present plans allow for the recovery of only 170,000 
tons of acid from zine concentrates, 100,000 tons from lead concen- 
trates, and 410,000 tons from pyrites, if the proposed production of 
240,000 tons from Mount Morgan pyrites is included—a total of 
680,000 tons of acid. Unless additional production is achieved there 
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will be a deficiency of about 320,000 tons in 1959-60. By treating the 
total estimated production of zine concentrates in Australia, including 
the raw zine concentrates at present being shipped overseas, this 
deficiency would be reduced to 100,000 tons. It is therefore vital, 
within the next ten years, to develop other sources of supply if the 
Australian demand for sulphuric acid is to be met from locally pro- 
duced raw materials. 

In view of the difficulties which most Australian States are already 
facing in obtaining adequate supplies of local sulphur-bearing 
materials, the Commonwealth Government should seek the co-opera- 
tion of the mining companies to supply present and future require- 
ments of the fertilizer industries. The desire of the companies to 
maintain their export of sulphur-bearing materials for sulphurie acid 
production elsewhere, more particularly in England, is understandable, 
but it would be reasonable for the Commonwealth Government to 
indicate that restrictions would be imposed on the export of raw zine 
concentrates after, say, December, 1952, unless the sulphuric acid 
requirements of Australia can be guaranteed from some other source 
or sources. 

Australia’s economy depends very largely on her ability to 
produce agricultural and pastoral products, and with the growth of 
her population she has little choice but to extend the general use of 
fertilizers at a rate conforming as closely as possible with the increas- 
ing food and other requirements of her people and of the adjoining 
countries. Sulphuric acid is the basic requirement of fertilizer manu- 
facture in much the same sense as coal is of modern industry. It is 
very important, therefore, to overcome as quickly as possible the 
serious shortage which is developing in all States. 

As far as South Australia is concerned the following recommen- 
dations are made :—* 


1. Mining companies should be encouraged to supply the sul- 
phurie acid requirements of South Australia either by 
treating an increased proportion of Broken Hill zine concen- 
trates or by developing alternative sulphur-bearing materials 
for treatment within South Australia. 

2. In view of the fact that South Australia is dependent entirely 
on outside sources for supplies of raw materials (brimstone 
and zine concentrates), which are becoming more and more 
uncertain and restricted in supply, it is recommended that 
steps be taken to develop the Nairne pyrites deposit as the 
major source of sulphur for sulphuric acid manufacture in 


*This Note summarizes the Appendix to the Annual Report of the author, who is South 
Australian Director of Mines. This explains why the particular recommendations apply to 
that State, although, as the author indicates, the matter is also of considerable importance 
to other States. 
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South Australia, and that the existing acid plants in South 
Australia he modified to make the greatest possible use of 
pyrites produced from this source. 

3. In planning new acid plants to meet the growing demands 
of the agricultural industry, it is recommended that careful 
consideration be given to the possibility of producing sulphuric 
acid and cement from gypsum. 

In other States there would appear to be scope for action along 

similar lines, although the raw materials in each case may be different. 


S. B. DICKINSON. 
Adelaide. 








REVIEWS 


The Growth of a Central Bank. By L. F. Giblin (Melbourne Univer- 

sity Press). Pp. xi + 363. 30/. 

Giblin was reported to have remarked, on seeing Dobell’s portrait 
of himself: ‘‘Fair comment.’’ There may be more than one opinion 
amongst Giblin’s contemporaries of that portrait, but future Mel- 
bourne students will be insensitive indeed if they do not see a man 
who would have been interesting to know. Those who read his book 
are likely to feel the same. It may be a matter for regret that he did 
not live to see it in final form, but he saw it through to the page-proof 
stage, and he was satisfied with it. And he had cause to be. 

Giblin’s purpose was to trace the evolution of the central banking 
activities of the Commonwealth Bank from 1924, not to write an 
exhaustive history. But he gives us a preliminary sketch of the early 
growth of the Bank, which is better than anything we have so far had, 
as a background to his main theme. That is developed with a clear 
smooth exposition which may well disguise from the reader how 
much new material and how much separation of tangled threads have 
gone to making the book. The Commonwealth Bank deserves our 
thanks for having opened its records so fully, and the trading banks 
are to be congratulated on having agreed to the use of material which 
set out in detail their ever developing relations with the emergent 
central bank. Giblin makes no unfair use of his opportunity. Quite 
rightly he identifies by name the actors in his story, and when the 
case merits it his condemnation can be direct and unambiguous. So 
much of the story depends upon key personalities in a small financial 
community that it would have been easy to have slipped into personal 
attack. Giblin, in his other work, never hesitated, when he felt it was 
needed, to take sides and play the advocate, and he could be as skilful 
as any in pursuit of his objectives. But here we have him as impartial 
and detached as anyone who had participated in the story could hope 
to be. 

Giblin’s access to material and his free use of it means that the 
book must, apart from its other merits, become in an important degree 
a primary source for the study of central banking in Australia. But it 
is a primary source in another sense. He does not obtrude himself 
into the story, and when ‘‘L. F. Giblin’’ appears it is always in the 
third person, and one needs to remind one’s self that this is the author. 
Over a large part of the period covered, Giblin was himself an active 
and on occasions influential participant, and what we have here is 
his considered and mature view of events, most of which he knew at 
close quarters. We are ill-supplied with memoirs from any field of 
Australian activity, very ill indeed in the borderlands between polities 
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and administration. The present volume is, in a sense, a chapter of 
recollections in an important field. 

But it is much more than that. Giblin has used his documentary 
sources fully and well. (In the war where, in another connection I 
have used not the same, but a wider set of documents, I have found 
his narrative entirely reliable, and on the whole little occasiqn to 
question his interpretations.) It has the special primary value of a 
participant’s record, but it also succeeds in achieving in high degree 
the purpose of the study the author had in mind. Not everyone will 
feel that he has made out the case for his most immediately topical 
conclusion, that control by a board was an experiment which was ter- 
minated before the promise of efficiency could be fulfilled. But he has 
presented a serious case and provided a great deal of material for a 
better understanding of the limitations and handicaps of the Board 
as well as of its growing competence and awareness. Similarly, there 
is not here the final word on the depression years, but there are both 
the views of Giblin as a participant and a detached new assessment, 
which will be valuable aids towards the full-length study which we 
may some day hope to have. All in all, Giblin had reason to be satisfied 
as he finished with the page-proofs. 


8. J. BUTLIN. 


Wealth and Income. By Brian Tew (Melbourne University Press). 

Pp. ix + 307. 21/-. 

Professor Tew states in his Preface that this book ‘‘is an outline 
of the behaviour of a country’s economic system as a whole, as distinet 
from the behaviour of particular commodity markets or of individual 
producing firms.’’ The first part deals with ‘‘ Assets and Liabilities,’’ 
introducing the structure of a balance sheet and describing the various 
kinds of ‘‘obligations’’ (i.e., securities) which appear in it either as 
assets or liabilities. Money is then described as the perfectly liquid 
asset which serves as a store of value. The introductory chapters thus 
prepare the reader for the treatment of central banking, commercial 
banks and the ‘‘monetary authorities,’’ which are discussed in terms 
of both Australian and British institutions and practices. Part One 
concludes with a discussion of the factors determining the relative 
prices of both short and long-term obligations. 

Part Two is entitled ‘‘ Income and Expenditure.’’ It shows how 
expenditure generates income, and how expenditure itself has two 
dimensions—output and prices. Once the index number problem has 
been disposed of (perhaps rather too easily), the way is clear for 
the consumption schedule and the multiplier. Consideration of 
material investment leads naturally to the trade eyele, which is 
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‘ 


followed by a short, but sensible, chapter on ‘‘inflation.’’ Part Two 
concludes with a re-statement of the Keynesian identity in a form 
readily applicable to Australian aggregates. 

Part Three takes up the problem of ‘‘Overseas Receipts and 
Payments,’’ working from the balance of payments and the determin- 
ation of exchange rates. Professor Tew then gallantly attempts to 
compress the problem of the relation between national income and the 
balance of payments into two chapters, which involve a level of 
difficulty considerably above that of the rest of the book. The con- 
cluding chapters discuss international economic co-operation, but are, 
unfortunately, too brief to do full justice to the subject; however, 
the reader is encouraged to follow up this and other parts of the 
book by a short but well chosen bibliography. 

The foregoing summary of Wealth and Income should indicate 
what the book sets out to do. Its main disadvantage as an under- 
graduate text book arises simply from the limitation set by the author 
on his subject matter. Professor Tew avoids making any explicit 
reference to the theory of relative prices. On the other hand, his 
account of the behaviour of an ‘‘economie system as a whole’’ cannot 
avoid dealing with certain particular markets. As a result, the use 
of negatively inclined demand schedules to obtain stable equilibria in 
the markets for obligations (figures 2, 3 and 4) and for national 
currencies (figures 13 to 16) is nowhere adequately explained in the 
text. Professor Tew’s treatment of the index-number problem 
(Chapter 15 and Appendix) would also have been improved by some 
account of the relationship between relative prices and the composition 
of output. This is only to say, however, that the study of aggregative 
economics needs supplementing by the study of relative prices and 
relative outputs. 

Perhaps more serious for beginners is Professor Tew’s failure 
to define explicitly the precise nature of the institutional arrangements 
which he considers relevant for the behaviour of the British and 
Australian economies. The nationalization of British industries does 
not seem to be mentioned, and Australian federalism is noted only 
in passing. Perhaps the former development is of secondary impor- 
tance for the subject matter of the book; the latter incubus, however, 
cannot be so easily dismissed. Because the complex aspects of ‘‘ govern- 
ment’’ in both British and Australian economic life are not made 
more explicit, some parts of the text may seem curiously unsophisti- 
cated to critical readers. For example, in a footnote on page 78 it is 
stated that ‘‘co-ordination’”’ of the borrowing policy of the central 
and state governments ‘‘is achieved in Australia by means of the 
Loan Council.’’ One cannot help but feel that ‘‘achieved’’ is much 


too strong a word. 
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From the viewpoint of exposition, it is perhaps unfortunate that 
discussion of the accounting identity has been postponed until 
Chapter 22, where it rather awkwardly anticipates discussion of the 
balance of payments in an ‘‘open’’ economy, instead of being used to 
reinforce the multiplier analysis of Chapter 16. In any ease, the use 
of simple algebra (involving negative as well as positive quantities) 
would have simplified the argument on page 226; it would also have 
helped students to a better understanding of Australian national 
income estimates, in which negative quantities are apt to occur in a 
somewhat mystifying fashion. Throughout Part Two, the income 
and expenditure analysis seems to avoid introducing the idea of ‘‘social 
accounting.’” On page 243, in Part Three, Professor Tew introduces 
the balance of payments by analogy with the accounts of an imaginary 
shopkeeper, who resembles my wife in his unconventional habit of 
entering credit items on the left-hand side of his ledger. As a result, 
Professor Tew misses the opportunity of explaining to the beginner 
why it is that export income and similar credit items customarily 
appear on the left-hand side of the ‘‘outside world account”’ in the 
Australian social accounts. 

The book’s sub-title is ‘‘An Analysis of the Economie and 
Financial Systems of Australia and Great Britain.’’ The contents 
suggest that the book was written over the period of Professor Tew’s 
assimiliation as a New Australian. Although Part One’s factual 
material and examples show a British bias, the balance of payments 
story in Part Three is almost wholly Australian in attitude and 
emphasis. In his almost unqualified opposition to the tariff as an 
instrument of economic policy, however, Professor Tew shows that his 
assimilation was incomplete. Some Australian readers may also be 
irritated by his too frequent use of the rhetorical question as an 
expository device, which will not suit their preference for an astrin- 
gent style of writing. 

In spite of these minor defects, Professor Tew has made a very 
good job of his introduction to what used to be called ‘‘Money and 
Banking.’’ In a ‘‘once-for-all’’ course, the book should be particularly 
suitable as a not too simple account of the more ‘‘useful’’ parts of 
modern economics. For students intending to specialize in economies, 
the emphasis on the balance sheet in Part One will serve as prepara- 
tion for a more satisfactory theory of ‘‘the firm,’’ which eannot now 
be far away.! An alert lecturer should find no difficulty in using 
Wealth and Income as the background for his own approach to 
macro-economics. 


G. G. FIRTH. 


1. See, for example, Chapters 2 to 4 of Kenneth Boulding’s Reconstruction of Economics 
(John Wiley, New York; 1950). 
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Modern Capitalism and Economic Progress. By Thomas Wilson 
(Maemillan, London, 1950). Pp. vii + 274. 12/6 stg. 


Mr. Wilson’s book deals primarily with post-war conditions in 
the United Kingdom, and, as a study of some of the basic economic 
problems facing Britain, the book merits serious examination. Mr. 
Wilson handles the statistical material with skill and sound judgment, 
but without overloading the text. He is, of course, at home with recent 
theoretical developments, and here also his sense of perspective is 
refreshing. 

But the main purpose of the book is to subject the doctrines of 
the welfare State, economic security at all costs, economic planning 
and full employment, to a searching analysis in relation to the strength 
and weakness of free enterprise or capitalism. After pointing out that 
liberty is at least threatened by planning and socialism, Mr. Wilson 
sets out to examine the proposition that state ownership and pervasive 
planning are necessary for economic progress; and he hopes, by 
proving that the proposition is a false one, to show that there is no 
clash between progress and freedom. 

The author of an accomplished work on the theory of economic 
fluctuations, Mr. Wilson cannot be charged with ignorance or indif- 
ference to the weaknesses of free enterprise, and in particular to the 
social evils of mass unemployment and economic insecurity. But his 
examination of these and other alleged evils of capitalism is designed 
to show that appropriate reforms can be introduced into the capita- 
listie system. Socialism and planning, on the other hand, are either 
irrelevant to the main issues or are actually calculated in the long run 
to intensify the economic and social evils they are supposed to remove. 

The book, as one might expect, is as much an essay in political 
science as in economic theory and interpretation. This is its real 
value. Mr. Wilson is as much concerned with the deeper political and 
social implications of modern economic theory and policy as he is with 
the finer points of the theory, and the more superficial economic advan- 
tages claimed for the policy. But his treatment has the great merit 
that he reinforces his basic political philosophy by searching analysis 
of the economic consequences of excessive devotion to full employ- 
ment, security and the welfare state. 

In many respects the argument is familiar to both the advocates 
and the critics of these new social and economic objectives of British 
official economic policy. But the author is not to be regarded as a 
prejudiced critic of British economic policy or of the doctrines of his 
colleagues in economic research and teaching in the United Kingdom. 
His concern is with the extravagances of the policy and the unre- 
strained enthusiasm of its theoretical advocates on the one hand; and 
with the enunciation on the other, of a via media that will remedy the 
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more serious evils of capitalism, whilst avoiding the drift to some sort 
of totalitarianism in economic control. He rejects socialism, with its 
trappings of physical planning and conscious controls, and its over- 
emphasis on full employment, security and equality, on the grounds— 
(a) )that it produces a less efficient distribution of resources than one 
based on a fairly free price system; (b) that it induces an inflexi- 
bility in the structure that is inimical to economic progress; (¢c) that 
it contains within it an ever--present tendency to inflation, which can 
only be checked by increasing the scope and severity of controls; 
(d) that, in the British case, its adverse effect on industrial efficiency 
and flexibility prevents a final solution of the balance of payments 
problem, which may in turn lead to unemployment through failure 
to obtain raw materials (the counterpart in Australia would be the 
deterrent to expansion of production in the basic industries); (e) 
that it impairs the capacity of the whole economy to increase pro- 
ductivity at the required rate to yield a rising standard of living; 
and (f) that it leads to ‘‘concealed’’ unemployment which, in the 
end, will cause the whole structure to break down unless it is super- 
seded by some form of totalitarianism. 

This is a pretty damning indictment, and I hope it is a reasonably 
sound paraphrase of Mr. Wilson’s position. His discussion of invest- 
ment in a controlled or socialist economy, which he considers Britain 
to be in process of: consolidating or establishing, is particularly pene- 
trating, and will repay study by economists and others in Australia 
who are concerned about our own economic progress, and the distri- 
bution of resources between government projects, basic industries 
and less essential industries. Another important feature is the author’s 
treatment of the financial and price mechanism by which he thinks 
free enterprise may be induced to yield its best fruits, and at the same 
time to give a high degree of social justice, and permit progress 
towards ‘‘a property owning democracy.’’ Mr. Wilson’s chief concern 
is that, in embracing too readily the philosophy of the welfare state, 
western countries may go much further in control and direction of 
resources than they intend, and find themselves irretrievably on the 
road to a totalitarian regime. On this point I quote a passage from 
his final chapter. 

“‘There is no law of nature to prevent a country from jumping 
out of the frying-pan into the fire by resorting to Communism as a 
cure for cyclical unemployment. The cure may work fairly well, but 
it will be far worse than the disease; it is, I believe, a sober statement 
of fact that the working class would be better off even in an unreformed 
capitalist economy, which was subject to cyclical fluctuations, than it 
would be under the heel of a communist dictatorship. There is, of 
course, a third alternative. Such unemployment could be reduced 
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if the major countries were to adopt what is often deseribed as a 
Keynesian policy, and in this way reasonable security might be 
achieved without the sacrifice of equity which Communism implies. 
The third alternative is the more desirable, but because of irrationality 
and ignorance it may not be adopted.’’ 

D. B. COPLAND. 


Inventories and Business Cycles: By Moses Abramovitz (National 
Bureau of Economic Research, 1950). Pp. xxxvi + 632. $6.00. 


The dominating part played by inventory investment in many 
short business cycles (such as the 1949 contraction in the United 
States) and the still large part in cycles of longer duration has 
received growing attention in recent literature on the trade cycle— 
particularly in work related to mathematical models. Professor 
Abramovitz’s timely empirical study of inventory movements in 
expansion and contraction emphasizes the danger of incorporating too 
facile a theory of these movements into the complex analysis of the 
trade cycle as a whole. 

The book is divided into two main sections—total inventories and 
inventory investment, and, while this more or less complete separa- 
tion of discussion of the total data and rates of change in the data 
leads to some duplication, the separation continually emphasizes that 
it is the rate of change in inventories (or inventory investment) which 
is of primary importance for trade cycle theory. The division also 
serves to emphasize that even the information for total inventories is 
seriously inadequate for timing their movements in relation to the 
movements in business in general, and, consequently, that the same 
information serves as little more than a reference point for consider- 
ing hypothetically movements in inventory investment. 

Professor Abramovitz’s detailed analysis is limited to manufae- 
turers’ stocks in the three main categories of raw materials, goods in 
process and finished goods which he places in sub-groups according to 
their behaviour in relation to the trade cycle. Raw materials are 
divided into imported goods, those whose suppliers can respond 
quickly to changes in demand and those whose supply is inelastic, such 
as agricultural products. He distinguishes between goods which are 
in continuous process and goods in process which may be resting 
between stages. The two main groups of finished goods are those 
made to order and those made for stock, and the latter are divided 
into durable staples, perishables and those whose output is largely 
governed by supply of raw materials. The behaviour of each of these 
sub-groups over the trade cycle is carefully analysed and proves to 
range from complete conformity with the trade cycle through short 
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leads and lags to a full inverse relationship with or without complica- 
tion connected with the absolute length of the expanding and contract- 
ing phases. 

This wide range of behaviour in a notoriously volatile field makes 
it possible for inventories to play widely differing parts in different 
individual cycles, and, in view of the fact that most of the data covers 
only the inter-war period, no definite conclusions on the movement 
of stocks as a whole is really possible. On the other hand, it is equally 
clear that any theory which ascribes a unique role to total stocks in 
every trade cycle is equally impossible. 

Two aspects of the book which should be mentioned are the 
gathering together, either in actual figures or by reference, of all 
available United States series on inventories, and the brief, but 
admirably clear, recapitulation of the part attributed to inventories 
in the main theories of the trade cycle. Nor should a reviewer overlook 
the skilful use of charts to support the argument, or the balanced 
use of a priori reasoning in conjunction with statistical verification. 
Nowhere are the statistics pushed beyond their limitations or used to 
support conclusions in conflict with common sense. 

The main deficiency of the book lies in the omission of any real 
discussion of the limitations and significance of book values of inven- 
tories, on which a substantial part of the argument necessarily 
depends. One might mention, for instance, the close connection 
between inventory valuations and profits, and the possibilities either 
that considerations of desirable profit figures to publish may lead to 
arbitrary valuations of inventories at certain stages of the profit cycle 
or that adherence to conventional methods of valuing inventories dur- 
ing periods of rapid change may influence pricing or investment policy 
through their effect on profits. 

I would have liked, in conclusion, to sum up some of the more 
important conclusions of the book, since these are of great importance 
for economic theory. My difficulty, however, is that these conclusions 
are so complex that such a summary would be misleading, and I can 
only say that any serious student of the trade cycle should at least 
check his ideas against Chapters 13, 20 and 21. 

H. P. BROWN. 


Statistical Indicators of Cyclical Revivals and Recessions; Geoffrey 
H. Moore; Occasional Paper No. 31. (National Bureau of 
Economic Research, 1940.) Pp. 96. $1.50. 

In May, 1938, the National Bureau published the results of an 
inquiry into statistical indicators of business eyeles. The present 
paper is both a revision and an extension of that inquiry, but 
Mr. Moore emphasizes that the findings are still tentative. 
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An ideal indicator would always lead a revival by a constant 
interval, and a recession by another constant interval. It would also 
be free from erratic movements, so that every change of direction 
would herald a general upswing or downswing. No individual series 
could be found which satisfied these conditions at all well. It was 
accordingly decided to experiment with combinations of series. 

The first step was to devise and apply a method for rating series 
in respect both of their conformity to the general movements of 
business cycles, and their consistency in leading, lagging, or roughly 
coinciding with the general turning points; 404 series were found 
acceptable. For each month percentages were found for the series 
showing expansion, and the remarkable finding emerged that the 
graph of these percentages accurately mirrored the general reference 
eycle. There were marked and irregular discrepancies in timing, but 
the curve reached the 50 per cent. level at about the same time as 
the general cycle reached a turning point. All this suggested that 
the percentage curve might have prognostic value. 

The next step was to divide series into three groups according 
to whether they led, roughly coincided with, or lagged behind reference 
cycles. Median peaks and troughs were found for each group over 
each cycle between 1885 and 1940. It appeared that the medians of 
the leading series always preceded, and those of the coincident series 
always roughly coincided with the general turning points; the 
medians of the lagging group fell behind the general turning points 
except in the troughs of 1919 and 1933, when they coincided with 
the general turning points. Furthermore, the median trough of the 
lagging group always preceded the median peak of the leading group, 
and, except in 1903, the median peak of the lagging group preceded 
the median trough of the leading group. 

These results are not only useful for prognosis, but helpful for 
an understanding of business cycles. The picture is that a few 
months after the general trough is reached, the lagging series begin 
to rise, and soon after that the leading series begin to fall. Some time 
later the general peak is reached, and later still the lagging series 
reach their peak. This is soon followed by a trough of the leading 
series, and some time later the general trough is reached. There seems, 
therefore, to be a fairly narrow bunching of the general trough, the 
trough of the lagging series, and the peak of the leading series, but no 
great bunching of the other turning points. 

But the significance of these results can hardly be judged until 
we know the composition of the three groups. There are 75 series 
which lead the general turning points; 23 relate to orders for capital 
equipment, 11 relate to stock exchange dealings, another 9 to bank 
deposits, 8 to business failures, and 4 to business profits. There are 29 
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series whose turning points roughly coincide with the general turning 
points; 8 are general indexes of activity or of production, 5 relate 
to freight traffic, and another 9 to employment. There are 30 series 
which lag behind the general turning points; 8 relate to bank loans, 
7 to interest rates, 4 to factory payrolls, and another 4 to wholesale 
prices. It appears, therefore, that the findings for leads and lags are 
in fair accord with many theoretical expectations. 

This account will indicate that the National Bureau has made a 
further welcome contribution to our knowledge of business cycles. 
The rather laboured and empirical application of elementary statis- 
tical methods might be criticized in this, as in other studies the 
Bureau has published. But the methods are probably adequate for 
the simple and carefully qualified conclusions reached here. Mr. Moore 
does not claim that more has been done than to narrow down the 
choice of possible indicators, and he repeats Burns’s and Mitchell’s 
earlier warnings about the dangers of using indicators; in particular, 
the danger that an indicator will turn out to have historical rather than 
prognostic value. But the use of the three groups of series may enable 
us to recognise revivals and recessions more quickly once they have 
begun, and, if so, may prove helpful to the controllers of our economic 
fortunes. 


C. G. F. SIMKIN. 


Balance of Inter-Regional Payments of New England. By Penelope 

C. Hartland (Brown University, Rhode Island, U.S.A.) Photolith. 

Pp. 125. No price stated. 

Readers of Fortune may remember a jeu d’esprit published 
recently,* wherein it was described how New England decided to 
secede from the U.S. and establish, together with the other apparatus 
of a Sovereign State, its own currency. It was not long before the 
New State found itself suffering an acute shortage of dollars. New 
England manufacturers, with their old-fashioned equipment, found 
it imposible to compete with more modern plants elsewhere in the 
U.S.; Governmental credits were provided for re-equipping these 
industries, and the resultant inflow of capital goods made the balance 
of payments problem worse. A deputation from New England pro- 
ceeded to Washington, where it was very sympathetically received, 
and a large dollar loan was granted to meet temporary balance of 
payments difficulties. It was not long before the loan was exhausted 
and the difficulties began to recur. 

The author does not then go on to describe, as he might have, 
how the devaluation of the New England currency temporarily 


*“The Dollar Crisis in New England,” Professor J. K. Galbraith (Harvard University), 
Fortune, April, 1948. 
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relieved the balance of payments position, but that in a few years 
it again became acute. 

The reader becomes well immersed in this interesting story before 
he realises that he is being spoken to by means of a subtle parable, and 
that what would apply to a separated New England is just as 
applicable to Western Europe. An outright proposal for a customs 
and currency union between the U.S. and Western Europe would 
arouse violent, and probably prejudiced, opposition on both sides.t 
But it makes many people begin to think when the idea is put before 
them in the form of an interesting parable. 

Some years earlier Professor Cannan used a similar device in 
describing the crisis in the balance of payments of the Isle of Wight 
(an English county which mainly earns its living by eatering for 
holiday-makers and retired people). There is as yet no such area 
in Australia: dare one suggest that after a generation Melbourne and 
Adelaide may be approaching this condition? 

Let us now, therefore, face the concrete proposition, that in a 
customs and currency union with the U.S., the older industrial coun- 
tries of Europe could maintain a satisfactory economic equilibrium, 
allowing many of their factories to close down, earning a substantial 
invisible income through their banks, insurance companies, universi- 
ties, holiday resorts and the like. 

Apart from its direct interest to the inhabitants of New England, 
Professor Hartland’s work may be considered as an interesting 
critique of these ideas. Out of all the abundance of U.S. statistics, 
there has not as yet been any study of regional balances of payments, 
and the author engaged in hereulean labours to extract information 
about the inter-regional movements of hundreds of commodities by 
rail, road and water. Some further ingenious figuring provided 
estimates of the net income earned from interest and dividends, 
insurance, educational and recreational services, ete. The net balance 
of transport charges also needs careful evaluation; the author is dis- 
tressed to find that New England, with all its long and honourable 
maritime traditions, is now content to have all its shipping services 
performed for it by ships from outside the region. 

The author presents her results without much comment. It is 
not until we measure them against data of New England population 
and commodity output that we realise just how startling they are. 
The net adverse balance of commodity trade (including freight on 
goods imported into the region) is more than one-half of the com- 
modity output of the region. (In Britain, at its highest, the 
net adverse balance of commodity trade has _ never been 

7Mr. Harrod was more or less alone in declaring himself, with some qualifications, m 


Sone of such a proposal. He immediately met strong opposition from British Government 
circles. 
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more than one-eighth of commodity output.) The service industries 
of recreation and insurance play some part in meeting this adverse 
balance, but education only makes an infinitesimal contribution. 
(Even Harvard finds it difficult to attract students from too great 
a distance.) These service industries combined, however, fall consid- 
erably short of the net earnings from interest, dividends, ete. 

But all these invisible items combined, between 1929 and 1939, 
only met about two-thirds of the visible adverse balance. The 
remainder, averaging a pretty steady $450 million per annum, had 
to be met by capital inflow. This amount represents something like 
7 per cent. of the entire annual income of the region. 

Though not quite as formidable as it might appear at first sight, 
nevertheless the achievement of a capital inflow like this takes some 
doing. Some takes the form of the increasing net obligations of the 
banks, insurance companies and investment trusts in which Boston 
abounds. <A retired person coming from another region causes a 
capital inflow into New England; in effect, of the whole value of his 
pension and savings. 

The moral to this tale is that an old industrial area, in currency 
and customs union with territory containing younger and more com- 
petitive industries, is in risk of wholesale depopulation unless it can 
retain important financial and commercial activities within its 
borders and also possesses the social or climatic charms which will 
attract retired people and holiday-makers. The converse of this 
proposition is proved by the existence of many isolated areas in Britain 
and France, which are already rapidly depopulating, and some 
areas in the Middle West of the U.S.A. itself . Other examples are the 
Maritime Provinces of Canada; or Ireland, which has a currency 
union and free migration with Britain, and loses its younger popu- 
lation, but attracts English aristocrats in search of lower income tax 
and more abundant domestic help. 

COLIN CLARK. 


The Life of John Maynard Keynes. By R. F. Harrod (London, Mac- 

millan, 1951). Pp. xiv + 674. 25/- stg. 

There will be other biographies of Keynes, and in time no doubt 
a better one. Of few of the ‘‘great men’’ of the twentieth century 
could one so confidently make that prediction, and it can be made 
because his greatness rests on his influence on the thinking of his con- 
temporaries. In theoretical economies the only comparable case has 
been that of Ricardo, with whom the parallels are fascinatingly 
many—which may explain Keynes’s antipathy to him. In political 
economy, his influence will rank with that of Smith and Marx. It isa 
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tribute perhaps less to Keynes than to modern methods of communica- 
tion of ideas that he outshines all three in the intensity of his impact 
on the thinking of the world during his own lifetime. 

But whatever future biographers may write, Harrod’s book will 
retain a special place. In part its value will come from his wise decision 
to incorporate many extracts from letters, J. N. Keynes’s diary, and 
other papers which will not be generally available, and the rescuing 
while they are still to be got of living testimony and recollections. 
Moreover, as he too often reminds us, Harrod’s book is based upon 
personal association with Keynes, so that it will for future students 
itself constitute a primary document. 

But it also has considerable qualities as a biography in its own 
right. It is a solid, comprehensive, painstaking and well-proportioned 
record. On the specific facts the future investigator is likely to have 
little to correct. He will, it is to be hoped, be able to fill some gaps. 
Amongst these, of special interest to the economist and the historian, 
is Keynes’s activities in the Treasury during the war of 1914-18. We 
are told that single-handed he managed Britain’s external finances, 
but the details are tantilisingly meagre. Even for such gaps, however, 
Harrod has provided the signposts. 

Harrod is not so successful in dealing with the intangibles of 
personality and feeling. One could read his account of ‘‘Blooms- 
bury’’—which he self-consciously claims to be based on direct know- 
ledge—and be justified in writing them off as a precious arty-crafty 
set whose obscure activities were frothy pretence. The names of those 
who constituted ‘‘Bloomsbury’’ are themselves sufficient to show that 
this impression is wrong. Most disappointing of all is the inadequate 
treatment of Lady Keynes. It is an irritating example of the obtru- 
siveness of Harrod’s writing that she is invariably referred to as 
‘*Lydia,’’ so that one is always reminded of the writer who was on 
familiar terms with her. But throughout she remains a shadowy, 
almost unreal figure, appearing for fleeting moments, but never pre- 
sented as she should be, an important person in her own right and 
of special interest as the woman who shared Keynes’s life. No doubt 
there are difficulties in writing of one who is still alive, and the reason 
may lie in the unexplained statement in the preface that Lady 
Keynes had no part in the preparation of the book. But it is certainly 
disappointing. 

It is also not a special case. Keynes’s family are left very firmly 
in the background. Mrs. J. N. Keynes’s delightful Gathering wp the 
Threads does something to remedy the defect, but one could have 
wished for a clearer view of Keynes the boy and the man in terms of 

‘his relation with his family. Did he, in childhood, ever pull Margaret’s 
pigtail or in mature years beat Geoffrey to a special item in a book- 
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seller’s catalogue? It is clearly Harrod’s principle that all other 
persons mentioned in the book shall be referred to only in some specific 
action in relation to Keynes, which has the curious result of making 
Keynes seem from earliest boyhood a lonely figure, than which nothing 
could be more false. 

It is this narrow concentration on the central subject of his book 
which explains Harrod’s treatment of what he obviously feels are 
blemishes on his hero. He is determined that his hero shall not only 
be a man apart, but that the warts shall be painted out. That Keynes 
was frequently and deliberately rude is undeniable and inexcusable. 
Accordingly Harrod neither denies nor excuses, but glories in the skill, 
dexterity and wit of the exchanges. It is not true, as Harrod claims, 
that Keynes was, on principle, never rude to an undergraduate—he 
had an unattractive habit of addressing all Indian students, no mat- 
ter how well he knew their names, as ‘‘Darkie.’’ But no one could 
believe that he meant to wound, though it would be better to admit 
that his zest for the rapier, his delight with the neat or picturesque 
phrase, his undisguised and unrestrained contempt for stupidity, 
often inflicted hurts. The victims may well remember them as 
thoughtless or malicious, and not be comforted by Harrod’s enjoy- 
ment of the skill. Nor, in another direction, will everyone be convinced 
by this recurrent defence of Keynes against the charge of inconsistency 
and fundamental harmony between statements which the plain man 
would regard as irreconcilable. This is no source to the appreciation 
of Keynes’s mind. He was, often, inconsistent; anyone who had his 
intellectual delight in debate was bound to be. But his important 
inconsistencies sprang from the quicksilver quality of his thinking, his 
readiness to reconsider a view too hastily formed, the continuous 
development of his ideas which contradicted his own proposition, 
thati no one ever had a truly original idea after he was thirty. There 
is no need to apologize or explain away inconsistencies of this sort; 
they are of the stuff of great minds. 

It is when he is working mainly from documents (if one may 
include therein other people’s recollections) that Harrod writes most 
surely and interestingly. From the Economic Consequences to How 
to Pay for the War, which is the period of Harrod’s closest association 
with Keynes, and for which he tells us he relies heavily on direct 
knowledge, the book tends to move slowly and the writing to become 
turgid. One factor may be that in seeking to present concisely the 
importance of Keynes’s economic writings Harrod has one eye on his 
professional colleagues, the result being an uncomfortable combination 
of attempts at technical precision and guarded language with an 
essay in sweeping summary of highlights for the layman. In the last 


chapters, dealing with Keynes’s great war-time role, the book recovers, 
D 
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perhaps because the source material is more of the nature of that 
used in the earlier parts, perhaps because economic theory is less 
dominant. It may be too that the high theme carries the author 
along with it. 

It is tempting at the close of the book to wander on with reflec- 
tions on that quite remarkable career which combined the material 
of what might have been the distinguished records of half a dozen 
lesser men. One could moralize upon the theme that Keynes could 
only have been produced by a very remarkable family embedded in 
the very special (and shortlived) academic society of late Victorian 
and Edwardian England, and point to the repeated occasions on which 
Keynes’s achievements depended upon the position and the ready 
aid which it conferred upon him, even the opportunity to lay the 
material foundations of his late career by speculation and the rescue 
from his first rash adventures. But if only that society could have 
produced Keynes, even it produced only one Keynes. One returns to 
the man and his biography, with the advice that it is a ‘‘must’’ not 
only for all economists, but for all libraries. 

S. J. BUTLIN. 


Studies in Income and Wealth. Volume XII, prepared by The 
National Bureau of Economic Research, New York. Pp. xiv 
+ 585. $6.00. 


Since the publication of The Social Framework by J. R. Hicks, 
a spate of literature on social accounting has been showered upon 
economists. Nearly all this literature has been devoted to developing 
a systematic structure as well as refining statistical estimates of 
national income. The related field of national wealth, which was 
given equal emphasis by Hicks, has remained a relatively unexplored 
field; although an asset approach to economic problems is now regain- 
ing ground in theoretical analysis. This is exemplified in the recent 
work of K. E. Boulding. It was perhaps wise that the complex prob- 
lems of national income should have been understood and overcome 
before clouding the air with the difficulties of national wealth estima- 
tion, but the time now seems to have arisen when economists should 
consider in more detail the extension of the system of social accounts 
to embrace a statement of national wealth. 

However, the problem of estimating national wealth is not quite 
as simple as it may appear at first sight, and the difficulties are far 
more complex than those which have been faced in the national income 
sphere. Volume Twelve of the National Bureau of Economic Research 
is devoted entirely to assessing and solving some of the problems 
relating to the estimation of national wealth. It comprises thirteen 
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papers which were delivered at the January, 1948, meetings of the 
Conference on Research in Income and Wealth, conducted by the 
Bureau, together with the comments of many of the participants. 

Part I contains papers by R. W. Goldsmith, A. G. Hart and M. A. 
Copeland, outlining the general structure and basic problems con- 
nected with the derivation of a national balance sheet. 

R. W. Goldsmith’s paper provides an excellent introduction to 
the basic issues involved in estimating national wealth, but it should 
be read in conjunction with the comments by the participants to the 
Conference, which appear at the end of Part I. 

The remaining ten papers are devoted to the actual estimation 
procedures which have been applied to the measurement of the wealth 
of several sectors of the economy, and the results are set out in Part IT. 
The sectors concerned are agriculture, forest lands, subsoil resources, 
manufacturing enterprises, including a separate paper on inventory 
valuation, tangible assets of both public utilities and consumers, the 
government component of national wealth (two papers) and foreign 
investments. 

In a subject of this size it is impossible for a reviewer to make all 
the comments he would like to, so I shall limit myself to one point 
of a general nature. In estimating the national wealth of a country, 
the items which should be included depend essentially upon the pur- 
pose for which the estimate is desired. For example, an estimate 
designed to show the distribution of the national wealth ought not to 
include a valuation of the mineral resources of the country. Thus, the 
components of the national wealth, like the components of national 
income, are of greater importance than their aggregate, and for this 
reason far more effort should be applied to building up detailed 
information relating to the various sectors of the economy in the form 
of a system of social accounts than to estimating the national wealth 
as such. This would entail an extension of the information supplied 
in Goldsmith’s Table I. 

_Although this volume takes the lead in providing the first 
systematic approach to the statistical estimation of national 
wealth, and is path breaking in many directions, nevertheless, many 
questions of an important nature remain unanswered. The reader 
should, however, remember the introductory remarks of M. A. Copeland 
that it is only ‘‘fair to compare the 1948 meeting with the first meet- 
ing of the Conference on Research in Income and Wealth. At that 
first meeting we were trying to get together on the subject of national 
income, and it seemed to me a veritable Babel—we did not have any 
common language and experienced great difficulty in communicating 
with one another. But as far as income is concerned, a common 
language grew out of it and we presently acquired a set of social 
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accounting conventions. Though some disagreements remain, there 
is now a broad area of agreement. The January, 1948, meeting left 
me with somewhat the same impression as the first—as far as wealth 
is concerned we were speaking different tongues. But if the January, 
1948, meeting did as much for wealth as the first meeting did for 
income—and I think it did—we can scarcely ask more. 

To carry us forward on the path of social accounting, the 
Executive Committee has voted to have another meeting on the 
national balance sheet in 1950.”’ 

Having whet our appetites on the results of the 1948 Conference, 
we look forward with great keenness and interest to an early publica- 
tion of the outcome of the 1950 conference. 

D. COCHRANE. 


Action Against Unemployment. (International Labour Office ; Studies 
and Reports, New Series, No. 20, Geneva, 1950.) Pp. 260. 9/-. 


The International Labour Conference of June and July, 1949, 
perturbed by rising levels of unemployment in some countries of 
Western Europe, and in the United States, requested ‘‘the Governing 
Body of the International Labour Office to consider instructing the 
Director-General to prepare, without delay, a comprehensive report 
on unemployment’’ (p. 1). This document was, therefore, contem- 
poraneous with the ‘report of the experts.’! The two are, however, 
complementary rather than competitive, for the bulk of the I.L.0.’s 
report is concerned with problems put on one side by the ‘experts’: 
namely, frictional and structural unemployment and under-employ- 
ment. Moreover, in the international sphere, where the ‘experts’ 
made their most significant contribution, the I.L.0. confines itself to 
a brief review of ‘‘ National Measures to Protect Balance of Payments”’ 
and ‘‘Measures Taken or Contemplated Through International 
Agencies.’’ 

The International Labour Office starts with the premise that 
‘‘Full employment is now universally accepted as one of the most 
important of economic objectives . . . action to prevent any recurrence 
of . . . unemployment has become a first principle of public policy.” 
(p. 1). We are fairly used to such statements; but does the adoption 
of ‘‘full employment’’ as a slogan herald any marked change in the 
policies likely to be pursued by governments, or advocated by pressure 
groups? There is a danger that the real economic problems of the 
current situation will be obscured by a pre-occupation with the level 
of unemployment, and government White Papers on the subject. Thus 


ak National and International Measures for Full Employment. United Nations, December, 
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the I.L.0.’s account of policies, mooted or actual, that raise the level 
of demand is dominated by the avowed intention of anti-cyclical timing 
rather than the striking post-war experience that the stimulation of 
private investment, and high levels of government expenditure on 
public works and social services, have not waited upon the appearance 
of unemployment. And in dealing with unemployment in the export 
industries of the German Bizone and Belgium, increases in produc- 
tivity are almost deplored because fewer men are employed for a 
given output. (pp. 20-27.) 

The problems of the under-developed areas are dealt with under 
the heading of under-employment. Where a large proportion of the 
working population is engaged in agriculture, seasonal variations in 
labour requirements represent serious fluctuations for the economy 
as a whole. In addition, ‘‘the present supply of agricultural labour 
exceeds the supply required to produce the existing volume of agricul- 
tural output with the existing methods of production and organiza- 
tion.’’ (p. 128.) Nevertheless, workers remain in rural areas attached 
to family enterprises, and do not show as unemployed. All of them 
could not be productively employed in agriculture, even if the level 
of capital were raised ; and, it is said, capital equipment is not avail- 
able to enable them to be employed elsewhere. Therefore, merely 
raising the level of demand cannot provide workers with productive 
employment. 

The Report rather exaggerates the extent to which under-employ- 
ment constitutes a problem separate and distinct from unemployment 
due to a deficiency of demand.? As pointed out on page 11, it depends 
to some extent on the scale of unemployment benefits provided. To 
state the position in the above terms overlooks the fact that the existing 
capital equipment of these countries is often not fully utilized. For 
example, having treated Italy as a leading example of unemployment 
due to a shortage of capital, it is admitted that for the past two years 
“Industry has in fact operated at less than its present full capacity”’ 
(p. 31). If demand were raised to the point where factories work 
round the clock, might it not become profitable to build new ones? 
The I.L.0. states : ‘‘The main solution (to the situation in Italy) lies in 
the acceleration of capital formation so that the idle workers can have 
the necessary physical equipment with which to work and produce’’ 
(p. 203). But what is the use of providing capital equipment if 
aggregate demand for output is inadequate? One reason for dis- 
counting the role of effective demand is given on page 63: that an 
undeveloped country, being poor, consumes a large proportion of 


2. The I.L.O. itself confuses the two, for after arguing that it is the shortage of capita} 
ba explains unemployment in Italy, figures of the additional employment resulting from 


and generated by the investment programme submitted to O.E.E.C. are quoted. 
(Page 30, n.1.) 
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output. But this would be true of the United States if all expenditures 
other than consumption were low. A high average propensity to con- 
sume need not prevent a country setting to work hitherto idle man- 
power, though a high marginal propensity means that taxation, or 
rising prices, may be necessary if resources are to be devoted to 
capital formation. 

‘*Shortage of capital’? might explain unemployment where the 
particular industrial distribution of a high level of demand required 
disproportionate increases of output from some industries. But this 
would be transitional (though not therefore necessarily short-lived) 
and could be minimized by modification of the pattern of expenditure. 
In general the undeveloped countries’ problems of unused resources 
are not of a different kind from unemployment in the West because 
at present the idle men live with the family in a rural, area and help 
with the seeding and harvesting. It is true that the unused resources 
are not made up of the mixture of labour and industrial capacity 
which the West expects in a slump. But this means that the pro- 
ductivity of these workers will, if employed, be low, not that they 
cannot be employed at all. How to raise the productivity of these, 
and indeed all workers, is the theme of works on economic development; 
and Chapter 7 of the Report is quite a useful contribution.* But what 
is gained by discussing development as one aspect of under-em- 
ployment? 

A final point is that the I.L.0. seems to offer as one method of 
equalizing employment opportunities the encouraging of emigration 
wherever there is unemployment, and of immigration to countries 
where there is a labour shortage. This appears to neglect the possibility 
that in the country losing people, aggregate demand might fall by 
more than supply at full employment, and that demand might rise 
more than supply in the country gaining people. For example, it is 
extremely doubtful whether the immigration programme has mitigated 
the labour shortage in Australia, as the I.L.0. suggests (p. 246). 

These criticisms should not be allowed to obscure the merits of 
the work. It is, for the most part, lucidly written, contains brief 
accounts of conditions in Belgium, German Bizone, Italy and the 
United States, which might well serve as models for similar essays, 
and is throughout meticulous in indicating the sources of figures and 
the pitfalls likely to be encountered in their use. Measures providing 
unemployment benefits, and for reducing frictional and structural 
employment, are analysed, and there is a useful account of the post- 


3. C.f. National and International Measures for Full Employment, p. 12:, “In the 
under-developed countries the lack of capital equipment is a crucial factor in large-scale 
under-employment, which although it may not emerge in the form of urban unemployment, 
is, nevertheless, reflected in the fact that a large part of the population could be diverted 
from agricultural occupations! without any decrease in agricultural output. The only remedy 
for this form of disguised unemployment is economic development, which constitutes the 
major economic problem of the world.” 
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war employment experience of those countries for which unemploy- 
ment statistics are available. 


R. J. CAMERON. 


The Customs Union Issue. By Jacob Viner (Carnegie Endowment for 
International Peace—Stevens & Sons Ltd., London). Pp. 
viii + 221. 20/-. 

Professor Viner’s book covers the main aspects of customs unions 
(and their variants) with admirable succinctness. He appends an 
exhaustive bibliography which will be invaluable to students of the 
details of the subject. 

The first part of the book is mainly historical, as is the later 
chapter on ‘‘ Political Aspects of Customs Unions,’’ which analyses 
some of the political problems and implications of customs unions 
of the past. 

The examination of the economics of customs unions leads the 
author to the conclusion that from the point of view of the most 
economic allocation of world resources, some of the characteristics 
of the types of customs unions which can be viewed with most favour 
(or least disfavour) would be :— 


(1) They should be of competing rather than of complementary 
economies. 

(2) They should cover as wide an economic area as possible. 

(3) They should bring about as great a lowering as possible of 
the tariff barriers of the member countries against imports 
from the outside world. 

(4) The differences in unit costs in previously protected indus- 
tries in different member countries should be as great as 
possible. 

(5) There should be considerable scope for lower unit costs, due 
to larger scale production as the result of a wider market 
within the union (and a minimum of adverse effect from any 
reduction of markets outside the customs union 4rea). 


He points out that the administrative economies from the setting 
up of a customs union would not be great under present-day condi- 
tions of controls, disequilibrium exchange rates, artificial price strue- 
tures, ete., unless it were accompanied by some much larger measure 
of economic union. Still less would be the economies arising from a 
free trade union (one with reduced or no barriers to internal trade, 
yet with separate tariffs against the outside world retained by each 
member country) ; for countries in such a union would still have to 
supervise the import of all goods and be permitted to levy ‘‘compen- 
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satory duties’’ on certain commodities or their components originating 
outside the union, but manufactured by another member. 

The provisions of the Havana Charter relating to customs and 
free trade unions and agreements leading to them are considered to 
provide loopholes for evading most favoured nation obligations with- 
out the fear of reprisals which checked this in the past; but it may 
well be better, as the author observes, to have a less than perfect code 
than none at all. It aims at encouraging those unions leading to 
lower barriers against outside countries than the ‘‘average’’ tariff of 
the members prior to the union; but the impossibility of measuring 
average heights of tariffs, or of proving that they are, in fact, less 
restrictive than what they replace, makes it difficult to feel that any 
real guarantee has been found that unions of the approved type will, 
in fact, conduce to freer world trade; in the past the desire for 
greater self-sufficiency within an area at the expense of trade with 
other countries has been the main motive for customs unions—though 
often a tacit one. 

Can one draw any conclusion about the desirable future develop- 
ments of the British Commonwealth’s system of tariffs? As Professor 
Viner points out, a combination of countries selected by a political 
process is hardly likely to be the most economically desirable one. He 
also observes the difficulties and dangers in any abrupt reduction of 
established barriers—especially when they support (as to-day) not 
only the distribution of productive resources, but also national price 
structures, fiscal and monetary policies, fixed exchange rates, etc. 
Although the Ottawa system is not a free trade union, it is one in 
which the internal barriers are less than those on trade with countries 
outside the system; and many of Professor Viner’s arguments can 
be usefully extended to cover unions with only relatively freer trade 
within them than between any one of them and the outside world. 
As the British countries are highly complementary, they would obtain 
low marks on the score of one of Professor Viner’s criteria for the 
type of union desirable from a world viewpoint. But the growing 
secondary industries in the Dominions would seem to be increasing 
the degree of rivalry. At the same time, the argument of this book 
should dispose the British countries to consider carefully the advan- 
tages of freeing their trade with a wider area (such as Western 
Europe—the rivalry of whose industries with those of the U.K. should 
provide a competitive spur to the latter and provide the overseas 
countries with a wider choice of suppliers). But the allocation of 
world resources (assuming full employment), is not the only matter 
to be borne in mind; there is also the objective of long term stability— 
especially in any future world recession, and with a view to providing 
the necessary guarantees to induce long term expansions in supplies 
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of some primary products; a group of countries co-operating in such 
matters may well be acting in the economic interests of the world as a 
whole—provided the diversion of trade from its more ‘‘natural’’ 
courses is not too great. Perhaps we might have hoped for some 
greater discussion of what part customs unions might play in com- 
bating long term uncertainty of markets, depression—and, indeed, 
over-employment. But, clearly, discussion of such topics shades over 
into that of many other types of economic co-operation or union; 
and perhaps the discussion of customs unions has a rather academic 
air at a time when it is quantitative controls that are responsible for 
most diversion of trade. 

But it is an outstanding quality of this book that its conclusions 
and considerations are very relevant and thought provoking in these 
wider contexts. Above all is this true of the main impression Professor 
Viner leaves with us; namely, that greater freedom of trade within 
a limited geographical area is not only a second best, but may well 
be an enemy to the reduction of barriers over a wider field. Only so 
far as more general co-operation is shown to be impossible should we 
resort to more exclusive areas of economic co-operation; and even 
then the geographical and economic field of such unions should not 
be more restricted than necessary. 

J. O. N. PERKINS. 


The Distribution of Consumer Goods. A factual study of methods and 
costs in the United Kingdom in 1938. By James B. Jefferys, 
assisted by Margaret Maccoll and G. L. Levett (Cambridge Uni- 
versity Press, 1950). Pp. xix + 4380. 35/- stg. 

This book is the latest addition to the distinguished series of 
Economie and Social Studies published under the auspices of the 
National Institute of Economic and Social Research. It is a factual 
study of the methods and costs of distribution of consumer goods 
sold in the United Kingdom in 1938. 

The book is divided into two parts. The second part consists of 
about one hundred case studies of the methods and costs of distri- 
buting a very wide range of commodities and commodity groups, and 
is based on information provided by individual firms, trade associations 
of producers, wholesalers and retailers, market research organizations, 
government departments and other bodies. The first part of the book 
Summarizes thig information and presents estimates of the proportion 
of goods passing through the various channels from producer to 
consumer, and of the proportions sold in different economic types of 
retail outlet. Also presented are estimates of the total costs of dis- 
tribution, the distribution costs incurred by producers, and the gross 
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margins of wholesalers and retailers. All this factual material jis 
very clearly presented in the text, which is supplemented by many 
well arranged tables and some beautifully prepared charts. 

The distributive trades have all but been neglected in the past, 
and it is gratifying to see much more attention now being paid to 
this sector of the economy which employs such a large proportion of 
the labour force. The work of Mr. Jefferys and his assistants repre- 
sents a very notable addition to our knowledge of this sector, and 
leaves one with the feeling that nobody will want, or will need, to 
work over this field again. Quite obviously the book is the result of 
long and painstaking research, and one cannot help but have feelings 
of grateful admiration towards those responsible for carrying out 
what must at times have seemed a never-ending task. 

As its sub-title indicates, this is a factual study. However, a 
factual study may legitimately endeavour to explain the facts and 
not simply state them. The two chapters in which Mr. Jefferys is 
particularly concerned with explaining the factors influencing 
methods and costs of distribution (chapters II and IV), are disappoint- 
ing and leave one wishing for a rather more searching analysis within 
a properly developed theoretical framework. Nobody, apart from 
the author himself, however, can be competent to make a critical 
evaluation of the work as a whole, for only a person fully acquainted 
with the field can appreciate the problems involved and the solutions 
dictated. Some of these problems are explained by the author, who 
also goes to great lengths to point out the limitations of his techniques 
and his results, and to caution us lest we be tempted to condemn the 
distributive trades for their inefficiency without having all the facts 
before us. As Mr. Jefferys explains, we cannot do this without a 
thorough knowledge of operating costs, and it has not been possible 
to collect data on this aspect on a sufficiently wide scale. But I wonder 
whether one can be too cautious in drawing conclusions, for Mr. 
Jefferys does seem at times to take altogether extraordinary trouble 
to remain neutral. Still, | suppose one must not criticize a book for 
not doing what it did not set out to do; and, moreover, Mr. Jefferys 
may be holding his fire until he has all his forces marshalled and can 
turn on a full blast. 

G. A. J. SIMPSON-LEE. 


Modern Economic Problems. By M. Umbreit, E. Hunt and C. Kinter 
(McGraw-Hill, New York, 1950). Pp. xvii + 642. $4.75. 
Modern Economic Problems is written as a text-book for first year 

American students of economic policy. Its writers suggest that it 

may be used together with any first book on economic theory to show 
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how theory may be applied. It has a simplicity and clarity of style 
coming partly from the fact that its writers know how to teach, but 
partly from the way that its subject matter and the objectives behind 
its own advocated policies are selected. 

The writers apply throughout the practice of enumerating what 
are held to be the significant modern economic ‘‘ problems,’’ and then 
applying to each a symmetrical treatment. The problems selected 
are such issues as population, economie fluctuations, monetary policy, 
government finance, industrial regulation, marketing, income 
inequality, and some others. Each is treated in turn by first stating 
the chosen objective, then assembling what are claimed to be the basic 
factors, and then, after listing alternative ‘‘solutions,’’ indicating the 
‘‘desirable’’ one. All this is done as deftly as a conjurer extracting 
rabbits from hats. Its style invites acceptance rather than critical 
examination; and first year students have not generally learned to 
regard the over-easy answer with suspicion. 

Is it correct to regard such issues as employment or trade fluctua- 
tions as problems? Are they not rather economic situations? The 
problems arise when we decide what we want to do about them, and 
look for ways of doing it. The writers evidently feel that there is 
only one problem, that of reconciling the often conflicting aims of 
progress and security as they appear in each of the listed situations. 
Any work on policy involves individual choices of aim. The writers 
choose to make progress the sacrosanct aim, superior to security in any 
clash; to regard progress as the result of complete flexibility, and to 
identify flexibility in general with free private enterprise. The preface 
is explicit ; it assumes ‘‘that these problems can best be solved within 
the framework of a free-enterprise economy.’’ Elsewhere (p. 32) it is 
recommended “‘that the government place its chief reliance on retaining 
flexibility by preserving and encouraging competition.’’ This is the 
measuring rod by which economic ‘‘problems’’ are selected and their 
solutions discovered. 

If the honesty with which this view is clearly stated and applied 
is virtue, it is also an indication of the limitations of the book. These 
are both general and specific. The general limitation is that all men 
will not accept the idea that flexibility has first priority and security 
is to be served only when the first aim is not involved. They may, 
indeed, reverse the order; and as a result their choice of problems 
and solutions will differ greatly from those of the writers. It may 
be more realistic to recognize that policy comes from polities, and 
polities imply compromise. The particular limitation is that each 
situation considered contains many problems besides the basie choice 
of the writers. Because this is not seen, attempts to apply theory are 
not as conspicuous as perhaps they should be. 
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Wisely led tutorials, studying critically the approach of this book 
to each problem, might reap great gain from it. Placed in the hands 
of young inexperienced students, a dangerously uncritical acceptance 
of a single point of view will probably result. 


WILFRED T. DOWSETT. 


Readings in Economics. By K. William Kapp and Lore L. Kapp. 
(New York, Barnes and Noble, 1949.) Pp. vi + 444. $2.75. 


This is a very useful selection of documents, much to be preferred 
as a text for students to most of the depressing formal histories of 
economic thought. The authors’ brief introductions to the various 
sections are harmless. The best thing of this kind ever done was 
Monroe’s Early Economic Thought, long since out of print. Its great 
virtue was that it gave very substantial extracts, not snippets. The 
present volume covers the whole period of economic thought from 
Aquinas to the British Economic Survey for 1947, but it is better than 
a collection of snippets, since the authors represented are compara- 
tively few (about thirty) and the extracts are reasonably lengthy. 
[t would be easy to engage in argument on the authors’ particular 
choices. If I were restricted to the same number of pages I would 
omit some things and substitute others. But argument on these lines 
would only delay the verdict: the book is useful, it has a number of 
documents not readily available outside large libraries, and it permits 
undergraduate students to sample the work of some great economists 
undistorted by the condescending atmosphere of the usual textbook. 


J. A. LA NAUZE. 


Making Capitalism Work. By Dexter Merriam Keezer and Associates. 
(McGraw-Hill Book Company, Inc.). Pp. ix + 360. $3.50. 

This book, published by the McGraw-Hill Book Company Inc., 
is the joint product of the members of the staff of the Department of 
Economics of this company. 

If we bear in mind the distinction between science and policy in 
economics the book is, as the writers do not fail to point out, a 
political book. In the belief that Capitalism is the best way of 
economic life in the United States of America, the writers give their 
advice on economic policy. They consider the steps which must be 
taken to give Capitalism the prospect of a prosperous future. 

The book is American in the sense that it is concerned only 
with the future of free enterprise in the United States of America. 
The measures which are being recommended are based on present- 
day conditions in the United States. The book therefore gives a less 
general approach than the title may lead us to expect. 
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Although a number of interesting charts and tables provide some 
data, in general the recommendations as to policy are broad outlines. 
This makes it easier to obtain a general picture. 

In order to create better incentives for investment, the writers 
consider an overhaul of the Federal tax system a very necessary 
measure. Public works should be timed in order to help to stabilize 
the economy. 

The Korean developments have in some places made the book 
slightly out of date. In view of the necessity to put America on a 
semi-war footing, the writers would probably now restate their pro- 
posed policy on defence expenditure. However, for anyone interested 
in American views on economic policy, the book retains its interest. 


A. J. REITSMA. 


The Structure of American Industry. Some case studies. Edited by 
Walter Adams. (The Macmillan Company, 1950.) Pp. 588. 36/-. 
This is a very readable study of thirteen divisions of the American 

industrial structure, each written by a different author. Two addi- 

tional chapters deal with ‘‘Public Policy’’ and with ‘‘Labour in a 

Free Enterprise Economy.’’ 

The study of each department of the industrial structure follows 

a generally similar pattern. First, the organization of the industry 

is discussed and conclusions are drawn about the degree of competition 

that prevails and its general effects. What appears to be a general 
conclusion runs through it all: where there is a marked degree of 
competition, as there is in agriculture, cotton textiles and coal, the 
problem is naturally not ‘‘concentration of economic power,’’ but 
“adjustment to long-run dynamic changes, complicated by the 
phenomenon of cyclical change in the whole economy.’’ The effects 
of this have been such that the writers have a very poor opinion of 
the performances of these competitive industries. Broadly, their 
recommendations for overcoming these problems are to make them 
less competitive, more controlled and integrated in general. On the 
other hand, where it is found that there is a marked degree of monopoly 
or oligopoly, as there is in steel, chemicals, tobacco manufacturing, 
moving pictures, ete., the problem is concentration of economic power 
and its consequences. Not only is it a problem because of the social 
and political power that economic power gives, but it is a problem 
because it means restricted output and prices higher than would 
allow what, presumably, is a ‘‘fair’’ profit. It is also a problem because 
it allows the concentrated industry to transfer much of the cost of 
economic fluctuations on to the labour foree and the community. 
Implicit, also, is the criticism that concentration reduces the rate of 
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economic growth. The Residential Construction industry is well 
handled because it shows that the failure of the industry ‘‘to supply 
houses needed by the vast majority of the American people”’ is not 
because of problems on the demand side alone. People cannot afford 
to buy houses, but the main problems are on the supply side. They 
would not be able to afford motor ears either, if they were produced 
as inefficiently as houses are. The result here is similar to that in many 
other cases. The problem of efficiency and low cost can be solved 
only by some measure of large-scale production, concentration and 
integration. This brings the problem of ‘‘concentration of economic 
power.’’ How can this be solved? 

There is no doubt that this is the problem of all advanced 
capitalist countries. The chapter on Public Policy points out that 
‘*F'ree Enterprise’’ has always been a radical doctrine in America, but 
a conservative one in Europe. However, the failure to apply the 
anti-trust laws and generally to prevent the growth of the corporate 
system, has brought about a change. ‘‘Small economic units’’ and 
individuals who once supported ‘‘free enterprise’? have now joined 
into groups or mass action to seek ‘‘some form of restrictive policy of 
their own.’’ The result—a spread of oligopoly. Government is the 
instrument which all these groups and individuals use to gain and 
hold privileges and protection against competition. The most signi- 
ficant of all developments in this direction is ‘‘the State organized 
for military power,’’ in which we may have ‘‘ private enterprise, but 
we cannot have free enterprise.”’ 

The result is described to be as much a matter of ‘‘collectivism”’ 
as could come about in countries under the influence of ‘‘socialists.”’ 
(‘‘Socialists’’ it would appear are people who deliberately set out 
to protect producers from competition in the belief that they are 
benefitting the workers.) Now, is this ‘‘collectivism’’ something to 
be avoided? The answer is an unequivocal ‘‘Yes’’: ‘‘To rely upon 
the good will of those who possess arbitrary power as a sufficient 
safeguard of the public interest is as hopeless in economic affairs as 
it is in political affairs.’” What then can be done? The conclusion 
of this book is that business must be kept competitive. In view of the 
preceding description of American industry, the use of the word 
‘*kept’’ is interesting. 

It is not at all clear what is meant by ‘‘competitive.’’ However, a 
‘‘Programme for Preserving Free Enterprise’’ is put forward which 
can be conveniently summarized under two heads: (i) The develop- 
ment of ‘‘active support for the competitive policy.’’ (How is it to 
be obtained? How are we to get people to stop appealing to govern- 
ments for assistance? Corporations ‘‘to stop industrial empire build- 
ing’’? Business men ‘‘to shun cartel schemes’’? Wage earners to stop 
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asking for social services in view of the excellent services provided 
by most governments for employers?) (ii) There must be ‘‘ positive 
types of action designed to foster healthy competition.’’ What about 
the areas in which ‘‘healthy competition’’ is not possible because of 
large scale, and in which we therefore have no way of imagining 
what it would produce if it were possible. 

The weakness in all this is that to keep or restore competition 
some instrument, powerful enough for the purpose, has to move 
against dominating trends and forces. The only instrument available 
for this is the Government. But the Government is itself a complex 
product of the dominating forces—big business, agriculture and 
labour all working in accordance with exactly the same principles— 
to widen the scope and influence of their own oligopolistic situation 
vis-d-vis the others. How can the Government act against those forces 
which have produced it? Is not the idea that it might be a product 
of the pure liberal and later pragmatic (American) assumption that 
the State is over and above all the contending parties within society? 
How far is it influenced by the habit of American pragmatists to 
assume the activities of governments to be outside the free society 
because they are general and authoritarian? The only admissible 
actions are individual actions. Nothing else can be free. 

Perhaps a useful thing that can be done in the solution of this 
problem is to ask whether there is more freedom and democratic 
control in the American corporate system, developing as it has, or in 
the welfare states on the type developing in England, Sweden or 
Australia? Clearly the same general tendencies are present in all, 
but it is very probable that solutions will not be discovered so well by 
a method. which has a tendency to exclude certain possible courses of 
action because of its assumptions. It is difficult to avoid the feeling 
that this is often influential in the work of those brought up in the 
liberal or pragmatic tradition. It also produces a result consistent 
with the dominating trends and forces. The Structure of American 
Industry is an example of an excellently stated problem, but of a 
‘“solution’’ arrived at with these limitations. 

J. F. CAIRNS. 


The Organisation of Industrial Scientific Research. By C. E. K. Mees 
and J. A. Leermakers. Second Edition—1950. (MeGraw-Hill 
Book Co. Inc.) Pp. viii + 383. $5. 

The text presents in twenty chapters a carefully prepared account 
of the development and organisation of industrial scientific research. 
Although the experience of the authors has been chiefly in the fields 
of physics and chemistry, they have made use of material supplied 
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by others, and so have attempted to give a general account of indus. 
trial research which might be applicable to any industry. However, 
all engineers may not agree with the statement, ‘‘ Progress in engineer- 
ing is dependent to a very great extent on fundamental physics on 
which all engineering is based.’’ No doubt physics is fundamental to 
an engineer, but of equal importance are other branches of science, 
such as metallurgy, ete. 

The authors endorse emphatically Steinmetz’s opinion that 
industrially valuable results follow from almost any successful scien- 
tific research. The business executive will be interested in the authors’ 
unusually realistic approach to the question of industrial research, 
they state, ‘‘it is asserted far too often that small business cannot 
afford to support scientific research.’’ ‘‘Few businesses can afford 
to support research.’’ ‘‘They carry out their research, as they do the 
rest of their operations, for profit, i.e., to be supported by it; and 
if they are successful, they do not remain small, they grow.’’ ‘‘ When 
Ernst Abbe joined Carl Zeiss he entered a very small business, which 
became the leading optical industry of the world.’’ ‘‘When Ludwig 
Mond joined John Brunner, he founded a business which became one 
of the chief components of Imperial Chemical Industries.’’ 

Many Australian industrial companies, especially the small com- 
panies, could profit by a study of the authors’ text, for, as they 
indicate, ‘‘the Zeiss firm or the Alkali works of the future are today 
small firms ‘‘ with an active leader’’ imbued with the spirit of science. 
The problem for the small business, in fact, is not how to get its 
scientific work done by somebody else, but ‘how to find that active 
leader.’ ”’ 

The authors favour an industrial research policy-in which the 
director has been permitted a high degree of autonomy and an assur- 
ance of continued support, for as they indicate, ‘‘industrial research 
is an adventure, it is even a gamble, though one in which the odds 
are on success.’’ ‘‘Such an adventure demands from its sponsor 
much courage and much confidence.’’ 

Technological research institutes, such as the Mellon Institute at 
the University of Pittsburgh, are considered; details of organization, 
the question of patents and other matters of policy, will be of interest 
to our Australian universities, as we approach the time when we are 
prepared to undertake industry sponsored researches on a similar basis 
to an American university. 

The authors have given consideration to matters such as the 
design of a laboratory for a specific industry, the supplies and services, 
the salary administration, personnel and financial considerations; in 
fact, practically all the aspects of an industrial research organization. 
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The value of university research is not overlooked, for it is 
stated ‘‘the pre-eminence of the universities in scientific work will 
continue as long as the research work in university departments con- 
tinues free from any external direction or organization; for the 
primary functions of a university, are the creation of knowledge and 
the education and training of its students.’’ 

This text contains much useful information on research not 
readily found elsewhere, and will be of interest not only to those 
engaged in research, but also to those business executives charged 
with the responsibility of directing the affairs of industrial 
organizations. 


P. L. HENDERSON. 


Land Utilization in Australia. By S. M. Wadham and G. L. Wood 
(M.U. Press: Second Edition). Pp. xx + 376. 30/-. 


This is a belated second edition of a book which is quite reasonably 
claimed to be ‘‘The first comprehensive and scientific examination of 
the various land uses in Australia, and of the possible extension and 
variation of these uses.’’ Continuing the description from the dust 
cover: ‘‘The historical approach, by way of an account of! land settle- 
ment, is employed; and this merges into a study of the geographical 
and biological conditions which characterize the continent. A study 
of the broad features of land utilization is then made in which the 
main primary industries are discussed in relation to climatie and soil 
control, types of production, and prevailing conditions. The book 
concludes with a study of the effect of world economic trends upon 
land use, settlement and population problems.’’ 

Fortunately the book can now be supplemented by an increasing 
literature in the field of land use, including some of the Reports of the 
Rural Reconstruction Commission, to which Professor Wadham con- 
tributed so much, and many specialized bulletins and periodical 
articles now appearing. Nevertheless, Land Utilization in Australia 
remains the best single standard work and introduction to land use in 
Australia. For this reason its major deficieney—one apparently 
beyond the control of the authors—is all the more noticeable and 
regrettable. In 1939 the first edition was an excellent reflection of land 
use knowledge, problems and thinking in 1938; but in 1950 the second 
edition publishes material written in 1947, and the result is not so 
fortunate. 

In 1950 the book is still excellent in its treatment of the broad 
environmental and economic factors controlling the land use pattern 
in Australia, but in the three years between writing and publication, 
so much new content has been added to migration and to agricultural 
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production, marketing and development policies, that the book is 
outdated already in many places. This calls for a third edition, but 
only if authors and printers can more happily overcome the sins of 
full employment as expressed in printing delays. 

This defect is nowhere more apparent than in the chapters on 
dairying and wheat, where in a 1950 publication the reader might 
have expected to find more recent cost and price data and a critical 
examination of the domestic stabilization schemes in operation and of 
the International Wheat Agreement, already in full and effective 
operation. It would, for example, be good to have the authors’ views 
on the sale of wheat for stock feed at less than export parity—a major 
producer criticism of the present scheme. In fact, the criticism 
might soundly be made that apart from depriving wheat growers of a 
profitable market, it is discouraging the production of alternative 
feed grounds. But for this sort of discussion we must await the next 
edition. 

There is, of course, very much in the book which is up-to-date 
and timely in relation to current problems. With the foresight of 
prophets, the authors state on page 2—‘‘In a broad way, climate and 
soil dominate the uses to which land may be put. Within fairly wide 
limits, however, the relationship of price levels for various products 
exerts a controlling influence. In Australia, for example, the relatively 
large margin between the price of wool and its cost of production at 
certain periods has prevented some areas, otherwise suitable, from 
being used for cultivation.’’ Unless wool prices fall soon, or other 
prices rise, cropping and other pastoral output which can be displaced 
by sheep will seriously decline in many regions. There is not wanting 
evidence of this already, and who would dairy if 200 or.300 sheep will 
yield as much? For this reason the discussion on farm size (p. 171) 
is relevant and useful. The authors recognize throughout that the 
concept of optimum farm size depends upon relative prices of alter- 
native products as much as on absolute yields. Must we plan our 
farms on the present ratio of wool to other farm prices? I should 
imagine the authors would urge caution, for they rightly stress the 
serious nature of competition from synthetic fibres (pp. 135 et seq.). 
This would be more apparent now than it is if it were not for military 
buying and short supplies of the synthetics themselves. 

And so on through the book: in all its chapters are stated the 
principles and posed the problems which must be used and faced by 
those influencing land use policy. This is true even of Chapter XVI: 
‘*Effects of World Economic Trends: 1920-1947,’’ in which so much 
of the argument is affected by what has happened since 1947. There 
is a useful discussion on the relationship between markets, population 
growth, and productivity. Unfortunately, there is necessarily no 
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recognition of the astonishing rate of immigration which has since 
peen achieved. Likewise, other factors which are quite independent 
of rearmament have developed more strongly as permanent influences 
on Australian land use. Besides full employment there are such 
factors as the dwindling of alternative meat supplies to the United 
Kingdom, the rising standards of living in Asia, and the consequent 
need for Australian grains, and the general fact that the export 
regions of the world are consuming more themselves. Australia is no 
exception to this last rule: her own population growth is such that 
the great need is more production of almost everything to meet her 
own and quite firm export requirements. Wool faces a future full of 
synthetics, but generally the terms of trade will be with, not against, 
primary production. 

This altogether is a good book in its content and interest. It is 
a good book too in its printing and the quality of production. The 
Melbourne University Press has done well; but again must the lag.be 
three years? 


J. G CRAWFORD. 


Trade and Agriculture (a Study of Inconsistent Policies). By 
D. Gale Johnson. (John Wiley, New York, 1950.) Pp. 198. 
$2.50. 

This book, says the author’s preface, is addressed to all persons 
interested in agricultural and trade policy, and is not intended solely 
for students. It may be so addressed. It is probable, nevertheless, 
that it will find a wider market among the author’s university 
students than it will elsewhere. The author’s hopes ‘‘that the book 
has been written in a way that is intelligible to any mature person’’ 
are, it is feared, realised only in part. He employs, it is true, a 
minimum of technical language. But to be certain of capturing the 
ear of a wider audience, presentation of material on such issues as this 
requires to be a little more than just ‘‘intelligible.’’ Too frequently 
he seems to forget the wider audience for which he says he is writing 
and is inclined to lapse into a slightly stilted and unimaginative style. 

The book is a study primarily of what the author calls in the 
beginning the ‘‘schism’’ between trade and agricultural policy. 
Schism is a word with a religious connotation denoting a state of 
divided spiritual allegiance, and Dr. Johnson shows clearly enough 
that there is divided spiritual allegiance in the expression of current 
United States official economic faiths. 

One department. enthrones the doctrine of free economy and 
preaches it far and wide, particularly in the international field. 
Others enthrone the doctrine of restrictionism, epitomised principally 
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(but not exclusively) in the agricultural programme at home, which 
results in the imposition of restrictions on trade to protect the 
American farmer (and others). 

The United States, in plain language, says Dr. Johnson, does not 
practice what it preaches. But the United States is not alone in this. 
The whole course of post-war trade and political conferences has been 
characterized by a general lip service to the doctrines of a free 
economy, and removal of trade restrictions; but to the pursuit of 
domestic policies, which are in contradiction to these noble thoughts. 
For this reason the I.T.O. (International Trade Organisation—the 
cost of the writing of the Charter of which, incidentally, would form 
the subject of quite an interesting piece of research for some inquisi- 
tive economist), must be regarded as probably already dead, even 
though not officially buried. And even G.A.T.T. (General Agreement 
on Tariffs and Trade) was able to achieve only very limited conces- 
sions because not only the United States, but Australia and the British 
Commonwealth countries as a whole, as well as other nations, are not 
yet willing to abandon the concept of nationalism or local sovereignty 
to international bodies. 

But it is vitally important, as Dr. Johnson’s book demonstrates, 
that it is because it has been the United States which has on the whole 
taken the initiative in this drive for freer world trade, that it should 
begin to think more seriously and courageously about some modifica- 
tion of its domestic policy in relation to agriculture. One cannot 
dispute his argument that it is impossible to live in two such widely 
divergent ideological worlds as the present conflicting policies 
represent—and it is, of course, the attempt to do so which is causing 
such high blood pressure and stomach ulcers among so many of the 
world’s political leaders. 

One of the further important contributions of Dr. Johnson’s 
work is to point out that it is not by tarffs alone that rectrictionist 
policies are enforeed—that subsidies and parity price formule and 
export subsidies which enable surplus produce to be dumped abroad, 
are all just as much protectionist in their effect as high rates of duty, 
import quotas and exchange controls. He enumerates, however, many 
zood and solid reasons why no economic or political realist could 
expect a complete reversion to a laissez faire policy in agriculture, 
but he does advance valuable suggestions towards a conversion pro- 
gramme in agricultural administration which could, if adopted, and 
implemented over a sufficiently long period, close a large portion of 
the gap at present existing between domestic agricultural policy and 
the State Department’s professed foreign trade policy. No economic 
or political realist will likewise expect any substantial modification of 
present methods of administration without strong and sustained opposi- 
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tion form the agricuitural lobby! The process of conversion (or at 
least willingness to make public avowal of it) is rarely an overnight 
occurrence. 

ALBERT DATE. 


Economic Doctrines. By Frank Amandus Neff (Second Edition, 
McGraw-Hill Book Company, New York, 1950). Pp. vii + 
532. $4.50. 


It would perhaps not have been entirely unreasonable to assume 
that an author undertaking to add another general text to an already 
swollen stock of histories of economic thought would at least have 
done so because he knew his work to be distinguished either by 
originality of approach or depth of scholarship. Unfortunately, 
Dr. Neff’s Economic Doctrines, first issued in 1946, possesses neither 
of these attributes. 

The second edition includes a discussion of methodology, a review 
of Keynesian theory, and a summary of the whole text, which 
apparently did not appear in the first edition of the book. It attempts 
to deal with economic thought from ‘‘ancient times’’ to the present 
day. This involves a review of the work of eighty-eight ‘‘economists,’’ 
to each of whom is accorded a separate section, which includes a 
biography, quotation, and comment. These sections are grouped into 
chapters in the conventional way. 

Allowing for the space occupied by the introductory and con- 
cluding chapters, which are of a general nature, these eighty-eight 
thinkers share 442 pages. This gives an average of five pages each, 
although, of course, some, like Smith, Ricardo, J. S. Mill, Marshall 
and Keynes, fare better than the lesser fry. But it is little short of 
alarming to find the life and work of W. S. Jevons disposed of in one 
and a half pages. 

Dr. Neff notes in his preface that his object ‘‘is to be practical and 
toa degree popular; it is not the desire to attain these ends by being 
superficial’’ (p. viii). But surely an attempt to review in one volume 
the work of so many economists, ranging in eminence from Adam 
Smith to Hezekiah Niles, could result in little else than superficiality. 
This is reinforced by the extensive use of quotations from primary 
sources. These, together with biographical material, often occupy the 
bulk of the space devoted to an economist. To take an extreme example, 
the four-page section on David Hume contains one page of biography, 
and the equivalent of two and a half pages of direct quotation. Further, 
the use of quotations (which may occur in the form of passages con- 
taining up to 400 words) is frequently unsystematic. The connection 
with Dr. Neff’s text is sometimes tenuous, and the inclusion of long 
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passages illustrating a given economist’s views on one particular 
subject only, may give a distorted impression of his contribution to 
the history of economic thought. 

In his footnotes, Dr. Neff occasionally specifies the edition of the 
work from which he quotes and the appropriate page reference; but 
more often than not, passages are identified only by author, title and 
chapter number. This is perhaps an unfortunate example to set in a 
book obviously intended for undergraduate students. The bibliography 
is also rather strange. Apart from the fact that The Scope and Method 
of Political Economy is attributed to J. M. Keynes, and the editor 
of the Wealth of Nations is identified as ‘‘McCullough’’ instead of 
McCulloch, it is notable that amidst a host of secondary sources, it 
cites about seventeen of the original works which had been referred 
to, and quoted from, in the preceding text. But the text contains 
references to a far greater number of primary sources. It is hard 
to see why some, but not all of these are included in the bibliography. 

Perhaps the most outstanding characteristic of Dr. Neff’s book 
is an unacknowledged dependence of some of its earlier chapters upon 
the work of Gide and Rist in their History of Economic Doctrines. 
Neff’s chapter on The Physiocrats is little more than a paraphrase of 
Charles Gide’s chapter on the same subject. The similiarity of wording 
is so striking that it is possible to trace almost every sentence of 
Dr. Neff’s commentary to a similar passage by Gide. Compare the 
following : 

‘‘The physiocrats held to the idea of the inter-dependence of all 
social classes and the final dependence of these upon nature. The natural 
order was looked upon by them as providential, an order which God 
had ordained. Revealed by a principle from within, not the product 
of observation of external facts, it was accepted as obviously the best. 
Its origin divine, its scope universal, it remained the same for all 
time. The natural order was conceived of as a state of nature in 
contrast with an order artificially created. It was thought to contain 
nothing to create, nothing to discover, for the natural order was self- 
evident.’’ (Economic Doctrines, p.68. No acknowledgment.) .. .... 

‘* . . this ‘natural order’ may be conceived as a state of nature 
in opposition to a civilized state regarded as an artificial creation 

. At any rate, the Physiocrats succeeded in giving prominence to 
the idea of the interdependence of all social classes and of their final 
dependence upon nature. .. . The ‘natural order,’ so the Physiocrats 
maintained, is the order which God has ordained. . . . It is the provi- 
dential order . . . was that order which seemed obviously the best. 
... It was not the product of the revelation of a principle within. ... 
It remained the same for all times, and for all men. . . . Divine in its 
origin, it was universal in its scope, and its praises were sung... .” 
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(Gide and Rist, History of Economic Doctrines, London, 1932, pp. 
6-10.) 

This is not an isolated example. It is an instance of a more general 
tendency to be found, in greater or less degree, not only in Dr. Neff’s 
chapter on the physiocrats, but also in his sections on Adam Smith, 
Ricardo, J. B. Say, Sismondi, Saint-Simon, Robert Owen, Fourier, 
Louis Blane and Rodbertus. In each of these cases there is a significant 
similarity in the method of treatment, and the nature of the comments. 
It has been recently remarked of Gide and Rist’s classic work that 
‘there comes a time when what was a good history is mainly of 
interest to students of historiography’’; whilst we must thank Dr. Neff 
for preserving in his writing some of the quiet charm of Gide and 
Rist, this is hardly the way to prepare an integrated and systematic 
history of economic thought. Neither is The History of Economic 
Doctrines the only secondary source of which one is reminded when 
reading Dr. Neff’s book. 

Economic Doctrines may be of some interest to the general reader, 
and the extensive biographical material may be useful to students. 
But it cannot be recommended as a contribution to the history of 
economic thought. e 


G. S. L. TUCKER. 


The British Family of Nations. By John Coatman (Geo. G. Harrop 

& Co. Ltd., London, 1950). Pp. 271. 19/6 Aust’n. 

This work is essentially a factual analysis of recent developments 
in the British Empire and Commonwealth. The main theme is the 
post-war years, but sufficient attention is given to the inter-war period 
to emphaize the magnitude of the changes which have been wrought 
in this strange, yet persistent, family of nations during the past 
decade. The student who wishes to grasp the essential features of 
both the Commonwealth and Empire will find this book, dully written 
thought it is at times, important. He should not look to it, however, for 
depth of analysis. Nor should he expect to find this in a work of such 
moderate length which seeks to outline the structure of a complex 
organization which extends to the four corners of the globe and 
includes one-fifth of its population. 

A considerable proportion of the books devoted to an outline of 
the diversity of political, economic, social and international interests 
of the members of the Commonwealth. All this may be familiar 
enough to many readers in Australia. But when the author deals 
with the British Empire, many will be impressed by several impor- 
tant facts which they have either forgotten or never taken into 
account in discussions of Commonwealth affairs—first, that the parent 
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country of the Commonwealth still contains 70 per cent. of its white 
population; second, and more important, that it still does possess a 
substantial Empire; and third, that the relations of the ‘‘ white” 
members of the Commonwealth with its ‘‘non-white’’ members, as well 
as with ‘‘coloured’’ people outside its boundaries, may be determined 
in no small measure by the success or failure of the British govern- 
ments’ policy in Africa or the West Indies. 

It is salutary for readers here to be reminded of the importance 
of developments in British Colonial policy for the family of nations 
as a whole. The government of the United Kingdom is bent upon 
colonial development : true the motive may be to some extent the threat 
of empty stomachs in Britain, or recovery of the losses sustained by 
the liquidation of assets in Malaya, Burma or India to pay for the 
war; but colonial development means more than stocking Britain’s 
larder, and is not to be judged by the spectacular failure of a ground- 
nuts scheme. British colonial policy still remains true to the funda- 
mental principle laid down during the century which lies between 
the work of Lords Durham and Hailey, and the ultimate test of that 
policy will again lie in the decision of colonies whether or not to 
stay within the family of nations when they are ready for political 
self-determination. 

To the Australian reader the sections dealing with the Empire 
may be of greater interest than those which concern the self-govern- 
ing members of the Commonwealth. But whether dealing with Empire 
or Commonwealth, the author has both feet firmly planted on the 
ground. Even in his last chapter, ‘‘The Future,’’ he seems unable to 
take flight to the realms of metaphysics, and it is this quality which 
makes this book important at a time when speculation regarding the 
future of the family of nations is frequently given priority over the 
attempt to try and understand how it has come to be what it is. 


W. D. BORRIE. 


Public Finance, Theory and Practice. By J. K. Mehta and §S. N. 
Agarwala (Kitab Mahal, Allahabad, 1949). Pp. 704. 


This book, written by two teachers of economics at the University 
of Allahabad, is designed as a general textbook on public finance. As 
Professor Adarkar suggests in the foreword, it can be described as 
‘‘publie finance served with Indian ‘chutney’ for the easy digestion of 
the students.’’ The first 200 pages deal with the theory of public 
finance, and are divided in the usual way into sections on public 
expenditure, public revenue, public debt, and federal finance. The 
remainder of the book deals with Indian public finance historically, 
descriptively, and critically, and contains a wealth of statistical 
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material. Separate books are devoted to the development of federal 
finance in India, the revenue and expenditure of the central govern- 
ment, the revenue and expenditure of the provinces, local finance, and 
Indian public debt. 

The theoretical part of the book consists of a rather dreary 
working over of the traditional textbook material along the lines of 
Shirras’ Science of Public Finance. There is barely a reference to 
the important developments in fiscal theory and policy since Shirras’ 
book was written. For example, there is no discussion of the suit- 
ability of the various kinds of taxes for counter-cycle fiscal policy. 
Some sections are badly written. For example, what is the student to 
make of a statement such as the following, found on p. 158?’’. . . the 
loan method of finance reduces future consumption, or what comes 
to the same thing, increases present consumption. It transfers income 
from the future to the present.’’ Another example may be taken from 
the next, page: ‘‘Every expenditure of the government has the effect, 
however small, of transferring wealth or income from the rich to 
the poor.’’ In the chapter on ‘‘Shifting and Incidence of Taxes,’’ the 
explanation is hindered rather than helped by badly drawn diagrams. 
It is also worth mentioning that although a whole chapter is devoted 
to the discussion of taxable capacity, there is not even a passing 
reference to the thesis presented in Mr. Colin Clark’s important 
article in the Economic Journal for December, 1945, entitled ‘‘ Public 
Finance and Changes in the Value of Money.’’ 

This book can be recommended as a useful reference work on 
Indian public finance, but not as a general textbook. 

W. R. LANE. 


National Income Statistics of Various Countries, 1938-1947. 
(Statistical Office of the United Nations, Lake Success, 1948). 
Pp. 150. $2.50. 


This volume brings together the national income statistics of 
thirty-nine countries. But it is not a mere collection of figures. 
There is one chapter which outlines the basic terms and concepts used 
in this branch of study and which gives a brief examination of the way 
the different countries treat the difficult and doubtful items of income. 
It is particularly useful to have a list as complete as this one and the 
comments which go with it. Some of the comments could safely have 
been expanded, but even as it is the chapter is a useful summary of 
the main concepts and practices used. 

The major part of the volume consists of a survey of the statistics 
which are available. The concepts and methods used by each country 
are Outlined, and the figures are summarized. 
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The final chapter presents comparable national income figures 
for as many countries as possible. The concept which is obtained for 
each country is the one called ‘‘Resident National Income’’ in the 
Australian White Paper. It is only the total national income figures 
which are adjusted for conceptual differences. Adjustment of the 
components may be undertaken in a later volume. 


S. S. MeBURNEY. 


The Monetary and Banking System. By George Walter Woodworth. 
(McGraw-Hill Book Company, New York, 1950). Pp. 588. $5.00. 
Intended to provide a basis for first and second year American 

college courses, this book gives much space to the evolution and opera- 

tion of the American monetary system. Australian students will 
probably find their main interest in the chapters dealing with this 
subject. The book is much nfore than a descriptive account of 

American institutions, however, for the author has set out to stress 

the functional aspects of the financial system within the economy 

as a whole, and to show that the topics of money and of banking need 
to be treated as an integrated field of study. 

The presentation of the subject is through the total-transactions 
equation of exchange, which gives the opportunity for a blending of 
many Keynesian ideas (e.g., the factors governing liquidity-prefer- 
ence) with the traditional approach of monetary theory. These, 
together with the description of present-day American and _inter- 
national monetary institutions, gives the book a distinctly modern 
tone. Professor Woodworth has consciously avoided ‘‘the prevalent 
habit of presenting a number of separate theories of money with little 
effort at comparison or evaluation,’’ and has decided to present 
the favoured approach in considerable detail. ‘‘Certain other 
approaches have then been summarized and compared with the method 
of the text.’’ The principal theories to which this statement applies 
are those of the business cycle, and of the determination of the rate of 
interest. It would appear that the ‘‘favoured approach’’ to the busi- 
ness cycle is a descriptive account of the outstanding features of the 
various phases of the cycle, using a combination of the main ideas 
of many economists. Thus certain aspects of over-investment, under- 
consumption, multiplier and accelerator analysis are used. The rejected 
approaches are the cyclical theories of Keynes and of the Swedish 
school, which are summarized in a cursory and inadequate manner. 
Much the same criticism may be levelled at the rejection of Keynesian 
and Classical theories of the rate of interest, although in this case 
their relationship to the favoured theory of loanable funds is well 
presented. The only purpose served by the references to these 
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alternative approaches is to indicate that the author recognizes their 
existence. 

On the whole this book is readable, informative and well adapted 
to use by students. 


M. RONALDSON. 


New Times, New Methods and New Men. By Vera M. Clarke (George 
Allen and Unwin Ltd., London, 1950). Pp. vii + 149. 10/6. 


Joint Consultation Over Thirty Years: A Case Study. By C. G. Renold. 
(George Allen and Unwin Ltd., London, 1950). Pp. xii + 
195. 18/-. 


The interesting contrast between these two books illustrates two 
different, but complementary, approaches to the study of personnel 
relations in modern industry. Mrs. Clarke aims at convincing indus- 
trial management of the need for a new outlook if it is to succeed in 
evoking co-operation throughout the enterprise and in using its human 
resources effectively. This new outlook must be based on the psycho- 
logical needs of human beings, and must be illuminated by spiritual 
values as well as material goods; industry, says Mrs. Clarke, cannot 
ignore its social responsibility for its influence on the personalities of 
those who engage in it. In modern society labour relations have become 
human relations, extending far beyond the narrow link of the employ- 
ment contract. Following Mary Parker Follett, Mrs. Clarke describes 
the conditions of effective leadership and co-operation, leading to the 
constructive resolution of conflict and the replacement of power 
arising from authority by power deriving from function. Nothing 
in the book will be new to readers familiar with the literature of 
personnel management. A vigorous and direct style, however, lifts it 
above the banal, pompous level characteristic of many books in its 
field, and it will serve as a useful introductory work. 

Sir Charles Renold’s book is an interpretative study of the 
experiments of his two associated companies in joint consultation of 
management and employees. The first of a series of case histories of 
managerial experience, sponsored by the British Institute of Manage- 
ment, it lends encouragement to the view that progress in understand- 
ing of personnel relations is more likely to come through competent 
empirical studies than through exhortation and generalization. If 
sufficient information could be gathered about what actually happens 
as various enterprises struggle with the human problems of organiza- 
tion and administration, the ‘‘principles’’ that adorn the text books 
and books like Mrs. Clarke’s, might be anchored to fact, and gradually 
‘laws’? of administration might, perhaps, be formulated. It is also 
likely that accounts of actual experience, set in a framework of prin- 
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ciple, would be more successful than mere exhortation in inducing 
other managements to experiment with new approaches. 

The principal point of interest emerging from Renold’s cag 
history is the extent to which joint consultation of management and 
employees raises problems of organization and administration within 
the managerial hierarchy itself. The study lends support to the 
thesis that successful joint consultation of management and employees 
is impossible unless these problems are solved. 

The study suffers by being written from one point of view only, 
that of top management, but the presentation is reasonably well 
balanced, and the broad picture that emerges is not likely to be much 
altered by extending the inquiry. It is to be hoped that this pioneer 
effort will encourage others to attempt similar, more complete, studies. 


K. F. WALKER. 


Introduction to Labour Economics. By Orme W. Phelps (McGrav- 
Hill Book Co. Ine., New York, 1950.) Pp. xvii + 554. $4.50. 


The systematic study of labour problems as part of an under- 
graduate course in economics is a fairly recent development in 
University teaching. An indication of the importance and popularity 
in the United States of this field of study is the publication in the 
last few years of a large number of American texts on Labour 
Economics. 

The importance of Labour Economies is beyond dispute, and its 
popularity is to be weleomed. But one wonders whether there is very 
much to choose between the various text-books on this subject— 
except perhaps that some are published later than others, and, there- 
fore, include more up-to-date factual information on the legislative 
and industrial relations aspects of the subject. In his introductory 
chapter (p. 16) the author of this book remarks: ‘‘There are a number 
of good general textbooks on labour problems, but with one exception 
they offer little that is new or radically different. That exception is 
Richard A. Lester’s Economics of Labour.’’ The appearance of 
Professor Phelps’ book can hardly be said to have altered the validity 
of this statement! 

This book is in four parts. Part I outlines the labour problems 
of industrial society. Part II is on wages. Part III discusses the 
problems of unemployment and social security. Part IV deals with 
the problems of organization: trade unionism and collective bargain- 
ing. More than half the book is devoted to the last part, which is 
solely concerned with the American scene. 

The author states on p. 12 that ‘‘Theory is the heart of analysis 
and the major part of this book.’’ However, his treatment of wage 
theories (Part II) is the least satisfactory part of the book. In an 
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introductory textbook it is extremely important to state clearly what 
aspect of wage problems is being discussed—relatwe wage rates or 
the general level of wage rates, nominal or real. In failing to make 
this distinction clearly, Professor Phelps presents a very misleading 
picture of wage theories. For example, in dealing with the marginal 
productivity theory, he considers the determination of relative wage 
rates or wage differentials. He finds many weaknesses in this theory. 
These weaknesses are allegedly recognized by the bargain theory 
and the Keynesian theory. But surely the argument has been switched 
to a different plane? In the General Theory, Keynes was mainly 
concerned with the general level of money wage rates and its relation 
to the general level of employment. The essence of Keynes’ criticisms 
of ‘‘classical’’ wage analysis was not that it used the marginal pro- 
ductivity theory to explain the determination of differentials, or that 
it assumed perfect competition, as Professor Phelps seems to suggest. 
Rather, the weight of Keynes’ attack was directed at the application 
to the whole economy of conclusions based on partial analysis, viz., 
that a general reduction in money wage rates will necessarily reduce 
the general level of real wage rates and, therefore, increase the general 
level of employment. Keynes’ concern with wages was not in relation 
to ‘‘what determines the general level of real wage rates,’’ or ‘‘ what 
determines relative wage rates,’’ both of which the marginal produc- 
tivity theory attempts to explain, and which were not questioned by 
Keynes. The basic Keynesian wage problem was simply: What sort 
of a general money wage policy is likely to alleviate involuntary unem- 
ployment, i.e., unemployment that is due to a general defficiency of 
effective demand. 

A useful feature of this book is a comprehensive list (in Ch. I) 
of American sources on Labour Economics—analytical, descriptive 
and statistical. The reading guides at the end of each chapter are 
also valuable to anybody desiring more detailed information. 


J. E. ISAAC. 


Trade Unions in the New Society. By H. J. Laski (Allen & Unwin, 
London, 1950.) Pp. x + 182. 10/ stg. 


The general line of argument of this, Laski’s last work, will be 
familiar to anyone acquainted with his general philosophy. His main 
concern is to point to the limitations which flow from the pressure 
group nature of American unionism, and to argue that the conception 
of business unionism has been outmoded by the increasing tie-up of 
labour with general social relations. American unions are said to 
have only a ‘‘tangential relation’’ to politics, and are exhorted to 
form an independent ‘‘progressive’’ party. 
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Laski shows the general change regarding property rights and 
unions in the last fifty years, but argues that the attitude of the 
government and of the courts, especially in the U.S.A., has not funda- 
mentally altered. On the whole both of them will, except in times of 
war, tend to protect property owners, cling to remnants of the ‘‘con- 
spiracy’’ doctrine, and deny, or at least seriously cireumscribe the 
rights of unions to combine and to protect their interests, rights which 
they concede to the employers. 

While it is admitted that American Labour has made gains since 
the New Deal, they are precarious, and, under the political influence 
of big business, are now being undermined. 

Such is Laski’s major theme, and the book is, in fact, in the main 
an exhortation to American unionists to get into politics. It has, it is 
true, a chapter on ‘‘Unions and Democracy,’’ dealing with the position 
in Britain, and here the ever-present conflict in Laski’s work between 
his earlier pluralism and his later quasi-Marxism comes out very 
clearly. 

The book is based on lectures to American unionists, but even 
so, the analysis is very superficial. Laski hardly gets beyond vague 
generalities as to the nature and trends of the ‘‘new society”’ he is 
discussing. We gather that ‘‘planning’’ will be one of its main 
features, but the question of unions in a planned or semi-planned 
economy, and the nature of the Russian experience, are very scantily 
treated. As for his analysis of U.S. unionism, he skips rather lightly 
over the Perlman interpretation of it as essentially a matter of ‘‘job 
control.’’ On the whole, he is content with exhortation, labelling 
this view as ‘‘narrow,’’ and warning us of its ‘‘dire consequences,” 
without really attempting to analyze and refute it. The nature of the 
party he proposes for U.S. labour is also left in the air—at times 
it appears as ‘ at other times as an imitation of left- 
wing British Labour. He simply assumes that such a party will stand 
for his values. 


> 


‘ progressive,’ 


The most interesting part of the book is perhaps his general 
analysis of the relation of the government and the courts towards 
unions, especially his dissection of the notion of ‘‘protecting the 
One would have wished that he had not drawn the 
bulk of his cases, cited to show anti-union bias, from the period before 


the New Deal, with Tolpuddle making its usual appearance. On 


> 


® ’ 
community. 


more recent trends the argument becomes very much a priori, and, if 
anything, illustrates his own statement that one’s view as to the 
role of unions will depend largely on one’s theory as to the nature 
of the state, which he, in spite of many ifs and buts, still regards 


sé 


‘‘essentially’’ as the instrument of the 


ruling class.’’ 


HENRY MAYER. 
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Pamphlets—Fabian Society of N.S.W. 


The Case for Bank Nationalization. 
Towards a Socialist Australia. 
Towards a Free Press. 

Secret Ballots in Trade Unions. 
Fighting Inflation, 1945-49. 
Workers’ Control. 

. Labour and the Constitution. 


It is often alleged that the English are pragmatical in their 
political thinking, and that this defect springs from a laziness and 
sloppiness of mind. In the higher realms of abstract thought, so we 
are told, the continental Europeans excel. This argument, based on 
‘‘national characteristies,’’ ignores the detailed differences in political 
problems. In Great Britain the more rapid development of an indus- 
trial society compelled thinkers to face up to detailed solutions and 
‘‘blue prints’’ for specific constitutional and industrial and social 
problems. The abstract principles emerge untidily from a mass of 
practical analyses. 

An organized body of thinkers formed the Fabian Society, 
dedicated to the building of a practical socialism, while Continental 
Socialists were under no such compulsion. They dissected poverty, 
unemployment, taxation, co-operative societies. Their detailed 
enquiries were a training school for the statistical economists of the 
welfare state. The civil service of the welfare state and the first 
majority Labour Government are largely their creation. 

The Fabians of N.S.W. have made a beginning of a similar task 
with these pamphlets. As outlines of the nature of urgent political 
questions, they are clearly mere agenda and need to be amplified by 
detailed analysis of specific industries and specific aspects of the 
constitution. It is essential that they should do this if they are to 
bring their general propositions to the level of practical polities. 


TIS TUR ge bo 


K. M. DALLAS. 


Guide to New Zealand Official Statistics. By E. P. Neale. (Second 
edition. Enlarged and entirely re-written.) (Whitcombe and 
Tombs Ltd. Auckland University College Texts, No. 2.) Pp. 149. 
No price stated. 

Dr. Neale’s Guide has long established the reputation of being 
indispensable to any student who tries to find a smooth and painless 
way through the maze of New Zealand’s official statistics. A new 
edition was long overdue. The text has been thoroughly revised by 
the author, material and references have been brought up-to-date. 
The chapters on population, meteorology and production have been 
improved considerably. 
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The additions to the section on Income Statistics are most wel- 
come. They might have gained a little, perhaps, had they been set 
out in tabular form, as in some recent textbooks. And if—a little 
surprising in a Guide to Official Statistics—Pareto’s line of income 
distribution is introduced, then, surely, for the benefit of the unwary, 
some references to the wide discussion of this rather problematic 
device ought to have been added. 

HARRO BERNARDELLI. 


Die Sowjet Union. By W. Leimbach. (Frank’sche Verlagsbuch- 
handlung, Stuttgart, 1950). Pp. 527. 28 DM. 


Many books on the Soviet Union have been published since the 
end of the war; this book differs from them in three regards. 

It deseribes the S.U. of 1949, using all available sources for up-to- 
date figures and developments; thus it enables comparisons of pre-war 
activities with those up to the end of 1949. 

The second point is that the author has been studying Russian 
publications for the last two decades, and thus can use original 
resource material freely, whether Russian or foreign. 

The third point is that the author is a geographer, and his desire 
is to tell facts only and not to participate in any political discussion. 

In the usual way of geographers, Leimbach bases his discussion 
of population, administration, settlements, primary and secondary 
industries, transport and trade on an examination of the global 
position of the S.U., its climate, water resources, soils, fauna and flora. 
Quite unique is a chapter on ‘‘Scientific Research and its Institu- 
tions’’. 

A thorough name and subject index, indexes of the 92 maps and 65 
photos, 116 tables, mainly statistical, and an excelient relief map in 
several colours make it a good book of reference for the natural fea- 
tures, basic resources, and political, sociological and economic aspects 
of the S.U. of 1949. 

E. J. DONATH. 


The American Economic System. By F. D. Newbury (McGraw-Hill 

Book Company, Inc., New York, 1950). Pp. xii + 558. 

This book is a general textbook concerning the ‘‘ principles, insti- 
tutions, structure, and operation of the American economic system,” 
intended primarily for ‘‘third or fourth year students in professional 
schools and colleges.’’ 

Mr. Newbury deals with most of the important branches of 
economics, and presents the thesis that ‘‘there is no equally satisfac- 
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tory substitute .. . for private saving and private investment. And 
this is true despite the fact that private investment will, periodically, 
be insufficient to produce full employment.’’ Thus he concludes that 
‘the American record of economic progress proves the effectiveness 
of the principles and institutions of American capitalism, and supports 
the conclusion that there is no better substiute.”’ 

In order to illustrate the effect of change and uncertainty on 
economic progress and equilibrium, the author devotes four chapters 
to the static state. The analysis in these chapters is not very pene- 
trating. The models used are perfect competition and monopolistic 
competition (although little reference is made to significance of the 
number of sellers). These models he uses as ‘‘ Aunt Sallys,’’ knocked 
down by the dual argument that (in the short period) average costs 
are not an increasing function of output, and that the producer under 
monopolistic competition elects to increase output by means other 
than price reductions; e.g., quality variation. The former removes 
the fundamental condition for equilibrium under perfect competition, 
and the latter (although it is not quite clear how the conclusion is 
arrived at) establishes the fact that output under monopolistic com- 
petition is not less than under perfect competition! This latter point 
does not receive sufficient explanation, nor does Mr. Newbury give 
sufficient evidence of the contention (although quite widely held) 
that average total costs are constant, or decline as output expands. 

In discussing manufacturers’ price policies in dynamic condi- 
tions, we are told that the principle independent variable is costs of 
production, although no attempt to define the relationship between 
costs and prices is given. All we are told is that the manufacturer 
aims : 

(i) to produce products at the lowest possible cost ; 

(ji) to gain an increasing share of the available business at all 

times, within the boundaries of ethical practice. 
Inadequate explanation here leaves one with the impression of an 
incomplete treatment of price theory. 

Other topics discussed include a Keynesian analysis of the level 
of national income, a discussion of business cycle theory, money and 
its relationship to the level of income. The author also devotes a 
chapter each to ‘‘Funds for Consumption,’’ and ‘‘Funds for Invest- 
ment,’’ which topics could well merit detailed treatment in other 
general textbooks. 

On the whole, Mr. Newbury has succeeded in presenting an 
interesting textbook, adequately illustrated with tables and diagrams, 
and providing the student with a summary of each chapter and appro- 
priate review questions. 

D. J. STALLEY 
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First and Second Census of Manufactures in India, 1946 and 1947~— 
Government of India. (Govt. of India Press, New Delhi, 1949 
and 1950.) 


‘he four volumes of this Census of Production reduce the 
reviewer to a position not unlike that of an archeologist who tries to dis- 
entangle the intricate records of a Babylonian temple from a disorderiy 
heap of disintegrating potsherds. The language recorded on the 
specimens before him is broadly intelligible. Only here and there does 
he hesitate about the correct interpretation of the text. After some 
study he begins to perceive some order in the proceedings: Clearly, 
twenty-nine industries—ranging from the milling’ of wheat to general 
and electrical engineering—have been listed according to the number 
of workers employed, the hours worked, the wages and salaries paid, 
the quantities produced, tha value which production has added to the 
cost of raw materials and fuels, and, according to some other 
criteria—more obscure in nature—which relate to the ‘‘capital struc- 
ture.’’ The wealth of figures recorded under such headings is truly 
overwhelming. But what do these figures mean? 

Consider a specimen taken at random: 

‘‘Biscuit Making (including bakeries and confectioneries).’’ 

Biscuit making is one of the smaller industries in the country, 
the number of registered factories . . . being only 33. The industry is 
mainly located in the four major provinces of West Bengal, Bombay, 
Madras and United Provinces, 94 per cent. of the factories being 
situated in these provinces. Returns were received from 29 out of 33 of 
the factories. The consolidated figures for this industry, therefore, 
relate to about 88 per cent. of the factories. The factories in general seem 
to be small. . . The average number of persons employed by a factory 
is 115, the total number of persons employed in the industry being over 
3,000.’ (1946, I, 82.) The reader may guess for himself the propor- 
tion which the output of these 33 small establishments contributes 
to the total of biscuits and sweetmeats consumed by the Indian 
multitudes. 

Take next an industry foremost in respect to the number of 
factories: Rice Milling—which is reported to have approximately 
50,000 employees. Again one reads: ‘‘The total output’’ of these 
factories ‘‘was only a fraction of the rice consumed in the country. 
The bulk of rice consumed was, apparently, either hand-milled or 
milled in unregistered concerns.’’ (1946, I, 63.) The grinding of wheat 
flour is even more illuminating: ‘‘92 per cent. of the registered wheat 
mills’’ reported an output of ‘‘only a little over 30,000 tons . . . prob- 
ably less than 2 per cent. of wheat consumed in the country.’’ West 
Bengal contributes about 70 per cent. of the total output of wheat pro- 
ducts. This astounding discovery gave the census makers a sharp 
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jolt, for rice, not wheat, is the staple food in Bengal. They hasten to 
explain: ‘‘It appears that in the major wheat consuming provinces of 
U.P. and East Punjab, the bulk of the wheat is either hand-milled or 
milled in small unregistered concerns. The few registered factories 
in U.P., moreover, did not mill any wheat for sale. They were engaged 
in milling wheat for customers on commission.’’ (1946, I, 46.) 

It is evident from these quotations that the figures published 
by the new Directorate of Industrial Statistics are not even remotely 
akin to the information which one would normally expect in a Census 
of Production. They are, in fact, more in the nature of those series 
that were churned out in previous years in the Annual Reports of the 
Factory Inspectorate. Unfortunately the reviewer cannot fathom 
whether the information made available has been improved by the 
new method of letting the owners of establishments registered under 
the Indian Factory Act reply to extensive questionnaires. Much 
of the form-filling had to be done by the officers of the department. 
The records and impressions of District Officers and of a tolerably 
literate staff of factory inspectors might have yielded more significant 
results. However, this much appears to be certain: Only when the 
new figures are, somehow or another, related to previously available 
information (and there was quite a lot), can one possibly hope that 
they will make sense. 

Set out in their true historical perspective the figures might have 
been of some use. They are published, however, in a manner that 
breaks the thread of continuity which is essential for the most 
elementary understanding of statistical material. Instead of promot- 
ing clarity, the new Directorate has decided to squander its resources 
in creating, from the naked void, a pompous paper edifice. Never 
before in the history of statistics has the world been treated to such 
a lavish display of bar-diagrams and pie-charts. Splashed over the 
pages of four expensive volumes are whole galaxies of shaded pies 
purporting to illustrate, by varying apertures, every conceivable 
percentage between 0 and 100. One is reminded of the lavish, exuber- 
ant, decorative work which covers South Indian temple towers, yet 
the dreary monotony and the artistic poverty of the design are 
deadening. 

The Indian Government is in dire need of the most elementary 
information about the life and work of its people. This need cannot 
be satisfied by erecting statistical pagodas. The work has to begin 
more modestly with regional surveys of manageable dimensions, with 
the careful assembly of teams of officers who have a flair for this kind 
of work, with the creation of publications in which those who know 
and see can record their observations. The life-work of Sir William 
Wilson Hunter—the imposing row of volumes of the Indian Gazetteer, 
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until the present day an inexhaustible and unrivalled source of infor- 
mation—show how this can be done. It prepared the ground on which 
later the monumental work of the Indian Census came to fruition. 
The fiasco of the present Census of Production will, perhaps, warn 
responsible Indian statesmen of the danger of letting things drift 
any further. One certainly will not envy them the task with which 
they are confronted. It takes a long time to constitute firmly the 
cadres of a competent administration, particularly after a change 
of the élite. Revolutionary break-throughs, with their unselective rush 
for government appointments, are apt to smother an administration 
with a disastrous load of unsuitable personnel. For many years after- 
wards ignorance, indolence and incompetence have to be weeded out, 
pie-chart artists and prizefighters of political jungle-warfare have to 
be sacked or superannuated. These are not pleasant things to do. One 
would hope, however, that the task is not unmanageable, and that 
India soon returns to the great tradition of her Census Reports of 
which once she was rightly proud. 
HARRO BERNARDELLI. 


Kiel Reports (Kieler Studien). Edited by Prof. Dr. F. Baade. 
(Institut fiir Weltwirtschaft, Kiel, 1950.) 

No. 3. The History of Taxation Agreements in Germany and Prussia 
between 1919 and 1944. (Die Entwicklung des Finanzausgleichs 
im Deutschen Reich und Preussen von 1919 bis 1944.) By Dr. 
H. E. Hornschu. Pp. xiv + 198. 12 DM. 


No. 4. The Nationalisation of Coal Mining in Great Britain. (Die 
Sozialisierung des Kohlebergbaus in Grossbritanien.) By Dr. I. 
Stelling. Pp. vi + 71. 3.50 DM. 


No. 8. Structural Changes and Post-War Problems of the Norwegian 
Economy. (Strukturwandlungen und Nachkriegsprobleme der 
Wirtschaft Norwegens.) By Dr. H. Heeckt. Pp. v + 48. 2.50 DM. 


No. 11. The Incidence of Personal Income Taxation in Germany, 
Great Britain and the United States. (Die Belastung durch die 
persoenliche Einkommenstever in Deutschland, England und den 
Vereinigten Staaten.) By Dr. R. Binder, Pp. vii + 196. 15 DM— 
The Kiel Institut fiir Weltwirtschaft has begun the publication 

of a new series of booklets to give ready access to the results of the 

work carried out by its research staff. The first eleven titles available 
at present show that the main field of studies at the Institut are 
economic developments in England and the Seandinavian countries, 
and fiseal policy. It is significant that four of the eleven titles are 
practically identical with that of No. 8, except for the name of the 
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country to which they refer. All the countries dealt with are to be 
found bordering on the Baltic Sea, the same as Kiel itself. 

The publication of this new series draws attention to the lack of 
facilities for similar publications in Australia. Economic research 
still lives a Cinderella existence at our universities, and facilities for 
the publication of research results are even more restricted than the 
research funds themselves. The Economic Record can only deal with 
articles up to, say, 20 pages in length. Any larger work can only 
hope to see print if it has ‘‘sales appeal’’; in other words, if it is likely 
to become a textbook. Yet, it ought to be possible to print work of 
this nature in a cheap edition. The CSIRO in Australia and the 
Kiel Reports in Germany point the way to such a goal. It might be 
a solution for the Australian problem if a central agency provided 
with funds by the Commonwealth Government would publish 
deserving studies produced by research workers in all States. 

The merit of most Kiel publications lies in their presentation 
to the German economists of information regarding developments in 
other countries. They draw heavily on material published in the 
countries they describe. In this way they open a wider field of know- 
ledge than would otherwise be available to those who confine their 
reading to publications in their native tongue. 

Mainly for this reason I have chosen pamphlet No. 8 for more 
detailed discussion. It displays the virtues and some of the faults 
of other books in the series. Its advantage lies in the presentation of 
the economic development in a generally less well known country. 
What may be regarded as its main shortcoming is a lack of critical 
treatment of the material. This is the more annoying, as the Nor- 
wegian economy is one of the few examples in the post-war world 
of full employment due to thoroughgoing planning, without detriment 
to democratic ideals. The most outstanding fact about it is that full 
employment in Norway was achieved with a stable economy. Wage 
and price indices increased by less than 10 per cent. between the 
post-war low in 1946 and 1950. Dr. Heeckt’s survey describes the 
more or less measurable effects of the Norwegian planning policy 
well. Where he lets us down is in those fields where statistics are of 
little use; in the explanation of the necessary psychological and 
educational measures taken by the Norwegian Government to pave 
the way for the acceptance of certain of its measures by the population. 

It may be worth sketching in outline how the Norwegian system 
works. The country’s pre-war difficulty lay in its relative barrenness 
and the small inland market which made the local production of most 
goods uneconomical. In fact, Norway had the highest per capita 
imports in Europe, not excluding even Great Britain. On the credit 
side of the ledger was the good use made by the country of its extensive 
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seaboard, by carrying cargo for other countries and by catching ap 
abundance of fish for export. To this was added the export of timbe 
and its products. 

The war destroyed much of the country’s budding industrial 
potential and mining capacity. It became, therefore, imperative (a) 
to increase the output of the country’s export industries to pay for 
additional imports, and (b) to carry out a vigorous expansion in the 
basic industries. A five-year plan introduced in 1947 aims to lift the 
country’s living standard back to the 1938 level by 1953. It was based 
on the rebuilding of the basic industries first, while keeping the 
standard of living relatively low, and it was necessary to convince 
the population of the desirability of such an undertaking. This was 
achieved by intensive educational work. The effect of this psycho- 
logical approach was the acceptance of a wage freeze for several 
years, while prices were kept stable by strict price control and 
subsidies (mainly, to neutralize the effect of rising import prices). 

The planning technique employed by the Norwegians is: fully 
explained in the book, and should be read with interest by all 
‘*planners.’’ It is the combination of real and financial budgets which 
gives the Norwegian experiment so much interest. 

There is little space left for discussion of the other books. The 
description of the nationalization of British coal mines (Pamphlet 
No. 4) contains little that would not be known here. One disconnected 
bit of information may, however, be worth picking out: ‘‘.... US. 
coal mines employ one transport worker for each 50 tons of coal 
produced, pits in Holland one for each 20 to 25 tons, while in U.K. 
mines one transport worker is required for every 5 tons of coal won.”’ 

The history of financial agreements between Prussia and the 
Reich contains most interesting details about difficulties such as we 
in Australia are trying to solve by using the Grants Commission and 
the round-table conference method. It is interesting to note that the 
Hitler regime was just as unable to solve the problem of distribution 
of income between the Reich and the States as its democratic pre- 
decessors. (Pamphlet No. 3.) 

After Dr. Binder explains carefully why no comparisions can 
be made in respect of the incidence of the taxation burden between 
countries, he proceeds to do just that. (Pamphlet No. 11.) While the 
work leaves the impression of having been written with the purpose of 
convineing the occupation authorities that a reduction of taxation 
(introduced by Dr. Adenauer in 1950) was justified, it is scholarly 
enough to provide a very good description of taxation systems in the 
three countries compared. The book can be read with advantage by 
all those interested in the taxation provisions of different countries. 


S. P. STEVENS. 
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The Balance of Payments and the Standard of living. By R. G. 
Hawtrey (Royal Institute of International Affairs, London and 
New York, 1950). Pp. 158. 8/6 stg. 


A foray beyond the drab exterior of this slender volume reveals 
a clear, well-balanced exposition of some of the major problems facing 
the revival of trade, internal and international, in the post-war period. 
In particular, it is primarily concerned with the special problems 
which confront the United Kingdom as the pivot of the Sterling Area. 

Chapter I, entitled ‘‘Monetary Aspects,’’ is concerned with an 
explanation of the rationale of international trade and with the body 
of economic theory which has grown up around this raison d’étre. It 
is followed by a brief historical survey of the main trends during the 
inter-war period of attitudes toward the role played by the various 
national currencies in facilitating or retarding the free flow of goods 
and services between countries. The author is especially concerned 
with the growing acceptance of the principle of exchange control. 

These two introductory chapters provide the necessary back- 
ground for the discussion of present-day problems. The first of these 
is the re-equipment problem. In the immediate post-war period 
Europe (including the United Kingdom) was faced with the hereulean 
labour of repairing the ravages wreaked upon its productive equip- 
ment by destruction, looting (in the case of the Occupied Areas), and 
the deferment of essential maintenance and replacement, the exigencies 
of a total war effort dictating a policy of full and continuous operation 
of all available productive capacity. This aspect of the task of recon- 
struction could be met in two main ways: firstly, by cutting con- 
sumption standards and devoting a very large proportion of current 
output to the building up of a stock of capital equipment; secondly, by 
importing large quantities of capital goods from overseas. 

The first solution, which seems to have been the one adopted by 
Soviet Russia and her satellites, was, in general, unacceptable to 
Western Europe. The rejection of this policy was even more emphatic 
in the United Kingdom where, with the coming to power of the Labour 
Party and the attempted implementation of the principle of an ever 
more comprehensive Welfare State, emphasis was placed on raising 
consumption standards and not on reducing them, as would have been 
necessary, below war-time austerity levels. 

This meant that the importation of capital goods from other 
countries became of vital importance. Assuming the goods were avail- 
able, they could be obtained by increased exports (and thereby 
increased imports), implying a greater level of home output if con- 
sumption standards were not to suffer ; by reducing the level of imports 
of consumption goods through import restrictions, there being no 
increase in home output; or, through incurring an import surplus 








136 THE ECONOMIC RECORD JUNE 


which would necessitate the depletion of currency reserves (if any) or 
large-scale borrowing from overseas. 

The choice of the most appropriate policy was complicated by the 
fact that the U.S.A. was almost the sole source of supply of the neces- 
sary capital goods and this gave rise to grave foreign exchange 
difficulties, the American dollar becoming a ‘‘scarce’’ commodity, 
This scarcity was accentuated by the relatively self-sufficient nature 
of the U.S. economy and the consequent difficulty of selling sufficient 
quantities of goods and services for dollars or currencies convertible 
into dollars with which to buy the necessary capital goods. Even the 
generous conception of Marshall Aid was not sufficient to do more 
than alleviate the dire extremity of the situation. 

A revision of initial attitudes was essential. In particular, the 
return to the free flow of trade was postponed by the apparent neces- 
sity of certain controls, such as the selective restriction of imports 
and the impossibility of completely free convertibility of all currencies, 
which was decisively-demonstrated by the disastrous sterling conver- 
tibility experiment of 1947. Likewise, it was found necessary to 
sacrifice consumption standards in order to achieve the maximum 
possible export drive. 

On all these questions Hawtrey’s well-balanced arguments are far 
more fruitful than the irritating polemics of Balogh. In the main, 
although apparently intended for the general reader, a perusal of 
this book would also be of considerable benefit to the specialist. 


J. R. WILSON. 


Wirtschaftliche Raumordnung in der industriellen Welt (Regional 
- Planning, with special reference to a locational policy for indus- 
tries). By E. Egner. (Institute for Research into Country and 
Town Planning—Waltern Dorn, Bremen, 1950.) Pp. 118. 4 DM. 


The author discusses in this book in a highly abstract way the 
theory of location of industrial activities in a given area, be it a 
small natural or historical region, or a whole country. 

The possibilities and limitations of a locational policy for indus- 
tries are examined in detail. A. Weber’s famous theories on the loca- 
tion of industries are rejected for several reasons, mainly because he 
did not give a ‘‘general theory of location which would answer the 
question of the optimum general use of a region,’’ nor take into con- 
sideration many ‘‘intangible’’ factors. 

Egner urges that the theory of locational policy should be 
widened to one of ‘‘complete regional planning’’. He tries to develop 
his theory by looking at ‘‘location’’ from three points of view, that of 
the individual entrepreneur, in which case the factor of costs is the 
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decisive one; that of the ‘‘group’’ which is not only interested in 
the cheapest production, but also in its ‘‘continuity,’’ and that of the 
economy of the whole nation. The location must not only be advan- 
tageous for production, but also must offer ‘‘decent living’’ in the 
widest sense for all concerned. 

He discusses in a special chapter how this new locational policy 
could be carried out; this is the weakest part of the book, as it is only 
a repetition of well-known methods of influencing industrial location, 
such as special tariffs, taxation policy, ete. He enumerates three ways 
in which the State can affect the choice of a location—(i) advising, 
(ii) ‘‘starting’’ (ankurbelnde, implying some governmental help, 
such as provision of space, sewerage, communications, etc.) and (iii) 
dictation. These methods do not necessarily coincide with our three 
present types of economic system. 

Resistance to planning and its difficulties are examined, especially 
for present-day G..~any, and he is also very sceptical about the 
possibilities of a long-term locational policy for Germany. 

He suggests the principle that large factories should be in the 
large cities, medium-sized in the large provincial centres, and small 
establishments in the small country towns. This principle is dis- 
cussed at great length; it would be very difficult to apply to Australia. 

Egner considers as an important factor for a modern locational 
policy for Germany the mental and emotional qualities of the many 
German tribes (Staemme). In view of the immense internal migration 
in Germany during and after the war, it seems utterly absurd to 
attribute a certain ‘‘industrial attitude’’ to a certain region. This 
product of national-socialist ‘‘Science’’ was extremely doubtful even 
before the war; to postulate it as one of the factors of a long-term 
locational policy is completely unrealistic; it shows that military 
defeat does not alter a certain way of thinking. 

About a quarter of the book is devoted to a discussion of 
“locational planning’’ in the various economic systems. W. Répke’s 
Cwitas Humana, F. Hayek’s and W. Riehl’s writings are taken as 
representing the ‘‘liberal’’ economic system. Between this system 
and Bolshevism is the ‘‘Dirigism’’ where Egner distinguishes three 
variants—interventionism (Roosevelt’s new deal), the Liberal 
Socialism of the British Labour Party, and the ‘‘authoritarian’’ 
Socialism of Hitler. He shows how the principles and methods of 
locational planning differ for these and seems to favour the British 
system. 

In his concluding remarks, Egner urges that the new science 
of ‘‘Wirtschaftliche Raumordnung’’ (perhaps best translated as 
regional planning) should keep in close contact with the new science 
of human ecology. 

F 
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This book is a valuable contribution to the many complicated 
problems of regional planning. Apart from pamphlets on the popular 
outery for ‘‘decentralisation,’’ very little work has been done in 
Australia where, for a number of reasons, keen interest should be 
taken in the ‘‘orderly distribution of economic activities.”’ 


E. J. DONATH. 


Japan’s Economy in War and Reconstruction. By Jerome B. Cohen 
(University of Minnesota, Geoffrey Cumberlege). Pp. xix + 545, 
60/- stg. 

This book is essentially an economic history of Japan during the 
war and immediate post-war years to early 1948. Little attempt is 
made at critical economic or political analysis, but the book provides 
a valuable source of reference for statistical and other factual material, 
especially during the war period, which has only recently been made 
available, and is not easy to obtain in any convenient form. It is 
likely, therefore, to be particularly useful to the student of Japanese 
affairs during this period, and to the more general reader who likes 
to study contemporary affairs with ample factual illustration. 

Perhaps the most interesting chapters of the book are those 
dealing with the war years. After the beginning of the ‘‘China 
Incident,’’ Japanese statistical information, never particularly reveal- 
ing, nearly dried up altogether. There were, accordingly, considerable 
gaps in our knowledge of Japan’s war potential which became wider 
as the war went on. After the war the archives were opened and a 
great deal more information was obtained by the United States 
Strategic Bombing Survey. This material has been sifted and used 
by the author, and the evidence is conclusive that Japan was in a 
state verging on economic collapse by the spring of 1945, and could 
only carry on by using up whatever war stocks remained. According 
to Cohen, Allied Intelligence greatly over-estimated Japan’s capacity 
to carry on at this stage, and he asks whether if they had known, such 
vital decisions as the inducement to the Soviet to enter the war against 
Japan and the dropping of the atomic bomb would have been made. 

The basic weakness in the Japanese war economy lay not s0 
much in productive capacity, though this was never adequate for a 
long war against a power of such economic strength as the United 
States, but in the supplies of raw materials. These depended on sea 
communications with the Asian mainland and with the captured 
southern areas. When, after three years of war, Japan’s merchant 
fleet had been reduced by more than 60% supplies of such vital 
materials as iron ore, petroleum and coking coal could no longer be 
kept up, and Japan’s economy began to crumble at the base. Just 
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when the peak of manufacturing capacity was reached, in mid-1944, 
supplies of basic materials had already begun to decline and the effort 
was wasted. Also, apparently, were many allied bombs which fell on 
idle plants and empty oil tanks. 

An interesting account is also given of administrative failures. . 
In spite of persistent effort from the end of 1943 onwards, no effective 
central direction of the war effort was ever established. This was 
mainly due to rivalry between the army and navy,.who even sponsored 
their own manufacturing plants and indulged in competitive produc- 
tion of aircraft and other major equipment. They bought their 
materials wherever they could, including the black market. 

There is no need to assume that Japan’s leaders were unaware 
of her basic weaknesses. They were, but they took a calculated risk 
in entering the war, based largely on the assumption of a German 
victory. Once this did not materialize all chance of a short war 
vanished, and with it Japan’s hope of a negotiated peace which would 
leave her in possession of most. of her conquests, which she could then 
develop to supply the deficiencies in the economy of the home islands. 

Cohen quotes several extracts from the interrogations of Japanese 
war leaders, carried out by the Strategic Bombing Survey, to illustrate 
their original miscaleulations and their second thoughts about them. 


. A general warning should be sounded about these interrogations, since 


we can never be sure about the candour of the ex-leaders or the skill 
with which the interrogations were conducted. In this particular 
case, however, backed by the factual evidence, we can probably accept 
them at substantially their face value. 

While the parts of the book covering the war years will repay 
careful study, the treatment of the Occupation period is not nearly 
so satisfactory. It comprises about one-fifth of the volume, and is 
mainly a summary of legislation, 8.C.A.P. directives and ‘‘handouts.’’ 
Conditions in Japan make the most important question, not what the 
act, directive and, still less, the handout, say but what is actually 
accomplished. A summary, for example, of the acts, regulations and 
directives dealing with the dissolution of the Zaibatsu makes impressive 
reading, but at least some critical discussion of how far these are 
likely to yield results is called for, if the reader is not to be left with 
a purely imaginative concept of the post-war Japanese economy. 
Cohen does remark that labour legislation based solely on American 
models might not be applicable to Japanese conditions, and British 
experience might have been used to better advantage. This, however, 
is not followed up. The fiction is also maintained in parts (Land 
Reform, for example) that major reforms were the work of the 
Japanese Government, helped by ‘‘pressure’’ from 8.C.A.P. In fact, 
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the role of the Japanese Government was more often that of translation 
of draft legislation into Japanese. 

The shortcomings of the section of the Occupation, however, do 
not detract from the great value of the book as a source of reference 
for the earlier period, and so far as official documentation is concerned, 
for the Occupation period too. We shall probably have to wait until 
military censorship and the political fictions of the Occupation have 
faded to the background before a really frank and thorough history 
of that period can be written. 

E. E. WARD. 


Neue Beitrage zur Wirtschaftstheorie (New Contributions to Economie 
Theory). Essays in Honour of the 70th Birthday of Hans Mayer. 
Alexander Mahr (Ed.) (Springer-Verlag, Vienna, 1949). Pp. 
vi + 445. $10. 

A collection of 25 essays, written in four different languages by 
authors residing in ten different countries. The essays also appeared 
in the ‘‘Zeitschrift fiir Nationalékonomie,’’ Vol. xii, Nos. 2-4. As 
usual in such collections, the individual articles are of unequal value. 
In a preface the editor briefly surveys the work of Professor Hans 
Mayer, the Nestor of the surviving members of the Austrian school. 
As Mayer’s most important achievement he regards the ‘‘dynamisa- 
tion’’ of the previously static Austrian economic analysis. 

Limitations of space restrict this review to only a few of the most 
significant contributions. Only about ten of the essays are directly 
concerned with Austrian doctrines, and of these, written by 
various Austrian, French, Italian and Hungarian economists, two 
seem to deserve special attention. 

Eraldo Fossati, Trieste, stresses the merit of Prof. Mayer’s work 
as bridging the gulf between the Austrian and the mathematical 
school—although Mayer himself denies this. The author attempts to 
apply his own dynamic theory to the concept of marginal utility so 
as to extend the second law of Gossen to maximization of the satis- 
faction of the want of an individual which recurs. Professor Jean 
Marchal, Paris, wants to revise the theory of prices in the light of 
modern psychology, and comes to the conclusion that the average 
individual is affected by rational influences as much as by those of 
his milieu. This leads to the replacement of linear supply and demand 
curves by areas between two curves. 

Among the other contributors who do not write directly about 
doctrines of the Austrian school, Theo Suranyi-Unger, Syracuse, 
U.S.A., tries to measure the degree of collectivisation in composite 
economic systems, to indicate the shape of a composite model, and 
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to suggest functions correlating individual sacrifices and efforts to 
the attainment of a desired level of communal welfare. 

Two of the most interesting studies in the present reviewer’s 
view are those of Rudolf Stucken, Erlangen, on ‘‘Changes in the 
Velocity of Circulation of Money and the Quantity Equation,’’ and by 
Fritz Newmark, Istanbul, on the limits of Government credit. Stucken 
contrasts the Irving Fisher equation MV = PT with another quantity 
equation by F. Lutz (1936). For Lutz V (velocity of circulation of 
money) is determined by the synchronization. of receipts and expen- 
diture on the part of the individual, and by the needs for cash reserves. 
Stucken regards V as an independent variable only in the system 
of free competition as contemplated by Fisher, while in the planned 
system of German war economy, 1939-44, the adjustment of PT to MV 
was no longer possible by changes of the price level. P and T were 
effectively limited by authoritarian methods, V fell considerably owing 
to the reduced degree of synchronization and to the rise of cash 
reserves. In various economic systems different magnitudes are the 
independent and the dependent variables of the quantity equation. 
Neumark reviews various public finance theories (annual budget 
equilibrium, cyclical budgeting, compensatory budgeting, based on 
A. Hansen’s secular stagnation thesis). For the author there are 
drawbacks to excessive government credit, mainly consisting in 
inflationary tendencies, and in its social disadvantages—changes in 
the ownership pattern ; banks replace private creditors, and the owners 
of bonds are mostly in the higher income classes. This has, different 
from progressive taxation, a regressive effect. 

G. Findlay Shirras, Exeter, tries to answer the question whether 
planning is out of harmony with British economic thinking. After 
briefly setting forth the opinions of various contemporary British 
economists on that score, he comes to the rather problematic conclusion 
that modern planning is not essentially different from Liberal inter- 
ventionism. 

The opinion expressed in a number of essays that Austrian 
doctrines are less static and more dynamic—what is meant by 
dynamics may perhaps best be found in Fossati’s article—than most 
of the Anglo-American theories prior to Hicks, sounds rather doubtful. 
Although many of the contributions are original and of great interest, 
the price of the book under review ($10) seems excessive, even com- 
pared with U.S.A. publications of a similar size. 


F. SCHNIERER. 
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ABRAMOVITZ, M.: Inventories and Business Cycles. (National Bureau of 
Economic Research, New York, 1950). $6.00. 
Reviewed in this issue. 


Accounts and Taxes (University of Kentucky, 1950). 

At the instance of the College of Commerce, University of Kentucky, 
and certain other interested organizations, a conference was arranged 
last year “to provide a full opportunity for discussion of current 
problems confronting accountants and other persons engaged in federal 
tax practice.” This slim volume contains some of the contributions to 
the discussion. 


ARROW, K. J.: Social Choice and Individual Values (John Wiley & Sons, 
Inc., New York, 1951). $2.50. 
To be reviewed. 


BACK, K. C.: The Indiana Gross Income Tax (University of Kentucky, 
1950). 


To be reviewed. 


BALOGH, T.: Germany: An Experiment in “Planning” by the “Free” Price 
Mechanism (Basil Blackwell, Oxford). 3/- net. 
To be reviewed. 


BEYEN, J. W.: Money in a Maelstrom (Macmillan & Co. Ltd., London, 
1951). 
To be reviewed. 


BOH, LIM TAY: The Co-operative Movement in Malaya (Cambridge Uni- 
versity Press, 1950). 1/6 net. 

A discussion of the various types of co-operation which occur in 
Malaya, their progress and the difficulties they encounter. The author 
also compares the movement in Malaya with that in Ceylon, and dis- 
cusses a number of problems that arise in the attempt to make the 
movement a success. 


BOULDING, K. E.: A Reconstruction of Economics (John Wiley & Sons, 
Inc., New York, 1950). $4.50. 
To be reviewed. 


BROCHIER, H.: Finances Publiques et Redistribution des Revenus 
(Librairie Armand-Colin, Paris, 1950). 450 fr. 

The greater part of this work consists of an exposition of the part 
that income redistribution might play in employment policy and covers 
ground familiar to Anglo-Saxon readers. The lengthy preface by Pro- 
fessor Marchal contains a contribution to the theory of distribution, 
whilst the statistical study of the redistributional effects of the French 
financial system compares with Barna’s study of the U.K., but is based 
of necessity on less adequate data. 


BUREAU OF BUSINESS RESEARCH, UNIVERSITY OF KENTUCKY: 
Taxation of Public Utility Gross Receipts in Kentucky (Kentucky Legis- 
lative Research Commission, 1951). 

To be reviewed. 


ICHAMBER OF COMMERCE OF THE UNITED STATES: Policies and 
Controls in a war-burdened Economy. 25c. 
The Welfare State and the State of Human Welfare. 50c. 
Wage Supplements. 50c. 


CHAND, M.: Economic Problems in Indian Agriculture (Vora & Co. 
Publishers Ltd., Bombay, 1950. Sec. Ed.). Rs. 5. 
To be reviewed. 
CHANDRASEKHAR, S.: India’s Population—Fact and Policy (Indian 
Institute for Population Studies). Rs. 7. 
To be reviewed. 
CLARK, C. M. H.: Select Documents in Australian History. (Angus & 
Robertson Ltd., Sydney, 1950). 30/-. 
To be reviewed. 
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CLARK, COLIN: The Conditions of Economic Progress (Macmillan & Co. 
Ltd., London, 1951). 50/- net. 
To be reviewed. 


CLARKE, C. E.: Social Insurance in Britain (Cambridge University Press, 
London, 1950). 13/6 net. 
To be reviewed. 


CLEGG, H. A.: Labour Relations in London Transport (Basil Blackwell, 
Oxford, 1950). 15/- net. 
To be reviewed. 


CODERE, HELEN: Fighting with Property (J. J. Augustin Inc., New 
York, 1950). $3.00. 
To be reviewed. 


COLE, G. D. H.: Essays in Social Theory (Macmillan & Co. Ltd., London, 
1950). 15/- net. 


To be reviewed. 


COLEAN, M. L.: The Impact of Government on Real Estate Finance in the 
United States (National Bureau of Economic Research, New York, 
1950). $2.50. 

This volume goes back to colonial times in the United States and 
shows the nature of government influence on real estate finance, and 
how this has since changed. More recent policies are examined, and 
special reference is made to the measures put through Congress during 
the depression of the 1930’s and subsequently. 

CONDLIFFE, J. B.: The Commerce of Nations (W. W. Norton & Co. Inc., 
New York, 1950). 

To be reviewed. 


CONDLIFFE, J. B.: Technological Progress and Economic Development. 
(Ranjit Printers and Publishers, Delhi, 1951). 3/6 or R. 1/4. 
Professor Condliffe was in Australia in 1950 and subsequently in 
India, where he delivered three lectures to the Delhi School of 
Economics. This booklet contains the substance of these lectures. 


CONSTANTACATOS, M. E.: Money and Law (Athens, 1950). 

This publication is in Greek, and is accompanied by a translation in 
English of Chapters six and seven. The author puts forward a new 
monetary theory based on his idea of natural rate as the “yearly rate 
of perishability and renewal” of the human race. He also suggests a 
formula for ascertaining the amount of new money to be issued in 
order that monetary needs may be adequately met. 


COULBORN, W. A. L.: A Discussion of Money (Longmans, Green & Co. 
Ltd., London, 1950). 18/- net stg. 29/9 Aust. 
To be reviewed. 


COURT, W. H. B.: Coal (H.M. Stationery Office and Longmans, Green & 
Co., 1951). 21/- net. 
To be reviewed. 


CREAMER, D., with the assistance of BERNSTEIN, M.: Behaviour of 
Wage Rates during the Business Cycles (National Bureau of Economic 
Research, New York, 1950). $1.00. 

In this paper the author refers to the failure of wage rates to respond 
quickly to change in the pace or direction of movement of business. In 
the course of his discussion he deals at some length with the cyclical 
behaviour of wage rates and the parallelism of the cyclical movement of 
wage rates and average hourly earnings. 

pk E.: Planning in Practice (Cambridge University Press, 1950). 

- net. 

This is an attempt to see how theoretical discussions of planning 
square with actual practice. In particular, it deals with the methods 
adopted by the British Ministry of Aircraft Production in planning air- 
craft production during the war, the same activities being analysed 
from several different points of view. 


DEWAR, MARGARET: Soviet Trade with Eastern Europe, 1945-49 (The 


Royal Institute of International Affairs, London, 1951). 8/6. 
To be reviewed. 
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DEY, H. L.: Policy of Protection in India (Gokhale Institute of Politics 
and Economics, Poona, 1950). R. 1 or 1/6. 

The author’s experience in the administration of protective policy 
provides the basis for a discussion of the period of “fiscal autonomy and 
discriminating protection” (1919-30), during which the claim of each 
individual industry for protection was examined by an ad hoc Tariff 
Board. He then deals with post-war interim policy, under which a 
Tariff Board was set up, with functions which, after some amendment, 
rather resembled those of the Australian Tariff Board. He concludes 
with a discussion of future policy in which he expresses the opinion 
that “the function of determining the extent, form and period of pro- 
tection should be asigned to an expert tariff-investigating authority,” 
i.e., a Tariff Board or Tariff Commission. 


DORPMUND, H.: Die Mittel der Industriestandortlenkung und die Grenzen 
ihrer Anwendbarkeit (Walter Dorn Verlag, Bremen-Horn, 1950). 
4 DM. 

Dérpmund discusses here the problems of location of industry, prob- 
lems that have become very topical in many countries, including Aus- 
tralia. He deals with three ways of influencing the location of industry 
and shows how they function. He indicates their limitations and stresses 
the importance of the entrepreneur in choosing a suitable location for 
his own operations. 

DUNLOP, J. T.: Wage Determination under Trade Unions. (Basil Black- 
well, Oxford, 1950). 20/-. 
To be reviewed. 


EASTHAM, J. K.: An Introduction to Economic Analysis (The English 
Universities Press Ltd., London, 1951). 15/-. 
To be reviewed. 
ELLSWORTH, P. T.: The International Economy (The Macmillan Com- 
pany, New York, 1950). $5.50. 
To be reviewed. 
EUCKEN, W.: Die Grundlagen der Nationalékonomie. (Springer—Verlag, 
Berlin, 1950. Sixth Ed.). 18.60 DM. 
To be reviewed. 
FLEISHER, D.: William Godwin, A Study in Liberalism (George Allen 
& Unwin Lid., London, 1951). 12/6. 
To be reviewed. 


GARNIER, B. J.: New Zealand Weather and Climate (New Zealand Geo- 
graphical Society, Whitcombe & Tombs Ltd., 1950). 
To be reviewed. 


GIBLIN, L. F.: The Growth of a Central Bank (Melbourne University 
Press). 30/-. 
Reviewed in this issue. 


HANCOCK, W. K.: Wealth of Colonies (Cambridge University Press, 
1950). 7/6 net. 
To be reviewed. 


HARROD, R. F.: The Life of John Maynard Keynes (Macmillan & Co. 
Ltd., London, 1951). 25/- net. 
Reviewed in this issue. 


INSTITUT FUR WELTWIRTSCHAFT: Die Weltwirtschaft Mitte, 1950 
(Institut fiir Weltwirtschaft, Universitat Kiel, 1950). DM 5. 
To be reviewed. 


INTERNATIONAL LABOUR OFFICE: Freedom of Association and 
Conditions of Work in Venezuela (International Labour Office, Geneva, 
1950). 6/-. 

A comprehensive report on Venezuela by a mission sent to that 
country in response to a request by its Government. What the mission 
was able to accomplish in a short visit of six weeks is best indicated 
by a reference to their introduction and four lengthy chapters headed, 
respectively, “General Survey,” “The Position of Trade Union Organi- 
zations,” “Living Conditions and Conditions of Work,” and “Con- 
clusions.” 
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INTERNATIONAL MONETARY FUND. Balance of Payments Yearbook, 
1948, and Preliminary, -1949 (International Monetary Fund, Washing- 
ton, 1950). 

To be reviewed. 


INTERNATIONAL MONETARY FUND: Staff Papers, Vol. 1, No. 2, 
September, 1950 (International Monetary Fund, Washington, 1950). 
$1.50. 

The second issue of Staff Papers (September, 1950) contains six 
important articles on various matters that come within the province 
of the I.M.F. It is already obvious that this series will be extremely 
valuable to all who are interested in the work of this organization. 

JAMES, D. H.: The Rise and Fall of the Japanese Empire (George Allen 
& Unwin Ltd., London, 1951). 21/- net. 

This historical account of the Japanese and their Empire will be 
found particularly interesting to the general reader in respect to the 
earlier period of Japanese development. A large proportion of the book 
is given over to the drive by Japan for the conquest of East Asia, and 
the part played by Japan in the Second World War is dealt with in 
considerable detail. 

KARVE, D. G.: Public Administration in Democracy (Gokhale Institute of 
Politics and Economics, Poona, 1950). Rs. 2 or 3s. 

A very good discussion of the way in which the administrative func- 
tions of a modern democracy are carried out. The essentials of the 
functioning of central and local government authorities and of public 
corporations are discussed and suggestions are made for reform in civil 
services. 

KINDLEBERGER, C. P.: The Dollar Shortage (The Technology Press & 
John Wiley & Sons, Inc., New York, 1950). $4.00. 

To be reviewed. 


KLEIN, L. R.: Economic Fluctuations in the United States, 1921-1941 
(John Wiley & Sons, Inc., New York, 1950). $4.00. 
To be reviewed. 


KOKKALIS, A.: Introduction to the Total Theory of Labour (Evans 
Printing Co., Concord, 1950). $5.00. 
To be reviewed. 


KOOPMANS, T. C. (Editor): Statistical Inference in Dynamic Economic 
Models (John Wiley & Sons, Inc., New York, 1950). $6.00. 
To be reviewed. 
KUZNETS, S.: Shares of Upper Income Groups in Income and Savings 
(National Bureau of Economic Research, New York, 1950). $1.00. 
In Part A of this work there is a discussion of the average level 
and structure of the shares of the upper income groups in the U.S. 
which brings out the fact that the top 1% of the population enjoyed 
15% of total income, including 65% of the total dividends paid, and 
the top 5% had 30% of income, including 77% of dividends. These 
figures relate to the average for 1919-38. Part B deals with changes 
in the shares of upper income groups, pointing to their substantial 
decline between 1939 and 1945, and comparatively small subsequent 
recovery. Their part in saving during business cycles is brought out 
in Part C. 
LEARNED, E. P., ULRICH, D. N., and BOOZ, D. R.: Executive Action 
(Harvard Business School, Division of Research, Boston, 1950). $3.25. 
This is a study of the problems that have to be solved by senior 
business executives in securing co-ordination amongst the people con- 
cerned in a particular enterprise. The human factor is stressed, and 
the authors discuss at some length the way in which the executive 
functions are carried out in a selected number of current enterprises. 
LEAVITT, J. A., and HANSON, C. 0.: Personal Finance (McGraw-Hill 
Book Co., Inc., New York, 1950). $3.50. 
To be reviewed. 
LEIMBACH, W.: Die Sowjet Union (Frank’sche Verlagsbuchhandlung 
Stuttgart, 1950). 28 DM. 
Reviewed in this issue. 
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LOCKYER, C. R.: Kentucky Taxes Affecting Life Insurance (University 
of Kentucky, 1950). 
To be reviewed. 


LOVE, ESTHER M.: Operating Results of Limited Price Variety Stores 
in 1949 (Harvard Business School, Boston, 1950). $2.00. 

This is the 19th annual report on the operating results of limited 
price variety chains for 1949. It also covers for the seventh time the 
operating results of independent variety stores. These annual reports 
are valuable indications of the work carried out by the Harvard Busi- 
ness School. 


LUCAS, D. B., and BRITT, S. H.: Advertising Psychology and Research 
(McGraw- Hill Book Co., Inc., New York, 1950). $6.50. 

This book is intended for students of sapuaiae and advertising. 

It offers “an adrcit combination of the psychological principles of 

advertising, with extensive applications of practical research methods.” 


MARTIN, J. W.: Payroll Tax: The Louisville Experience (Municipal 
Technical Advisory Service, Knoxville, 1950). 
To be reviewed. 


MENGER, C.: Principles of Economics (The Free Press, Glencoe, Illinois, 
1951). $5.00. 
To be reviewed. 


MILBANK MEMORIAL FUND: Modernization Programmes in Relation 
to Human Resources and Population Problems (New York, 1950). 50c. 
This volume includes a number of papers given at a Round Table 
Conference in 1949 on the problems which the title of this book 
indicates. A previous conference had been held in 1947, but develop- 
ments in the succeeding two years had been important, and President 
Truman’s Point 4 proposals, amongst other things, had increased 
public interest in these problems. The aims and methods of various 
programmes are discussed, and a group of papers deals with the 
methods of developing and utilizing human resources. A further group 
of papers is given over to discussion of moderization, with particular 
relation to Japan. 


MILLER, D. C.: Taxes, The Public Debt, and Transfers of Income (Uni- 
versity of Illinois Press, Urbana, 1950). $2.00 Paper. $3.00 Cloth. 
To be reviewed. 


MOSSE, R.: La Monnaie (Librairie Marcel Riviere et Cie, Paris, 1950). 
450 frs. 
To be reviewed. 


NEUSCHEL, R. F.: Streamlining Business Procedures (McGraw-Hill Book 
Co., Inc., New York, 1950). $5.00. 

The author gives here “practical tested techniques for analysing, 
simplifying and improving procedures.” He seeks to show the role of 
“procedures” in business operations and the advantages of a programme 
of research in regard to them as an aid to “top management.” 

PAISH, F. W.: The Post-War Financial Problem (Macmillan & Co. Ltd., 
London, 1950). 15/- net. 
To be reviewed. 


PFEIFFER, G.: Strukturwandlungen und Nachkriegsprobleme der Wirt- 
schaft ” aad Niederlande (Institut fiir Weltwirtschaft, Kiel, 1950). 
4.50 DM. 

No. 14 of the “Kiel Studies” deals with the changes in the structure 
of the Netherlands economy and the problems the country had to face 
in the post-war period, examining these matters in considerable detail 
in relation to various branches of industry. 


PFEIL, E.: Grossstadt Forschung (Walter Dorn, Bremen, 1950). 8 DM. 
To be reviewed. 


PIGOU, A. C.: Keynes’s General Theory (Macmillan & Co. Ltd., London, 
1950). 6/- net. 


To be reviewed. 
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PLANT, G. F.: Overseas Settlement (Oxford University Press, 1951). 
26/9 Aust. 
To be reviewed. 


Proceedings of the Seventh International Conference of Agricultural 
Economists (Oxford University Press, London, 1950). 47/- Aust. 
To be reviewed. 


PURCELL, V.: The Chinese in South-East Asia (Oxford University Press, 
London, 1951). 26/9 Aust. 
To be reviewed. 


ROTHSCHILD, K. W.: The Austrian Economy Since 1945 (The Royal 
Institute of International Affairs, London, 1950). 7/6 net. 

This study is primarily concerned with the development of the 
Austrian economy after the close of war in 1945, up to the period of 
devaluation in the autumn of 1949. It indicates clearly that a number 
of serious disequilibria still exist, but suggests that these can hardly 
be regarded as a transitory post-war phenomenon. However, though 
— the author does not regard these problems as completely 
insoluble. 


SALTER, A.: Foreign Investment (International Finance Section, Prince- 
ton University, 1951). 
This is an elaboration of a memorandum on Britain’s experience as 
a creditor country, prepared by the author early in 1950. Out of his 
very extensive knowledge of the subject, the author adds comments 
on the special circumstances now affecting foreign investment and 
discusses practicable steps by which its resumption might be encouraged 
and accelerated. 


SHARP, I. G.: Industrial Conciliation and Arbitration in Great Britain 
(George Allen & Unwin Ltd., London, 1951). 25/- net. 
To be reviewed. 


SIMKIN, C. G. F.: The Instability of a Dependent Economy (Oxford Uni- 
versity Press). 33/9 (Aust’n). 
To be reviewed. 


SOVANI, N. V.: Planning of Post-War Economic Development in India 
(Gokhale Institute of Politics and Economics, Poona, 1951). R. 3/8 
or 5/-. 
To be reviewed. 


STISSER, R.: Standort und planung der deutschen Kraftfahrzeug-indus- 
trie (Walter Dorn Verlag, Bremen-Horn, 1950). 4 DM. 

Stisser is concerned in this study with a single industry, the motor 
vehicle industry, and examines the factors that have influenced its 
location, hoping thereby to furnish basic material for the policy of the 
West German Government. 


STONE, R.: The Role of Measurement in Economics (Cambridge University 
Press, 1951). 12/6 net. 
To be reviewed. 


TAYMANS, A.: L’Homme Agent du Developpement Economique (Institut 
de Recherches Economiques & Sociales de l’Université de Louvain, and 
E. Nauwelaerts, Louvain, 1951). 
To be reviewed. 


TEWKSBURY, D. G.: Source Materials on Korean Politics and Ideologies 
(Institute of Pacific Relations, New York, 1950). $2.50. 

Korea has taken a prominent place in the current news during the 
last few years, but little is known ‘of this country in the Western 
world. The author of this volume has done an important piece of work 
in collecting together the sort of information that is essential to any 
careful study of the developments that have taken place during approxi- 
mately the last three-quarters of a century. 


TINBERGEN, J., and POLAK, J. J.: The Dynamics of Business Cycles 


(Routledge & Kegan Paul Ltd., London, 1950). 25/- net. 
To be reviewed. 
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TOWNSHEND-ROSE, H.: The British Coal Industry (George Allen & 
Unwin Ltd., London, 1950). 12/6 net. 
To be reviewed. 


TUN YUAN HU: The Liquor Tax in the United States ee, School 
of Business, Columbia University, U.S.A., 1950). $2.7 
To be reviewed. 


U.K. TRADE COMMISSIONERS’ OFFICES IN AUSTRALIA: Aus. 
tralia—November, 1949 (H.M. Stationery Office, London, 1950). 4/- net. 
This is one of the Overseas Economic Surveys of the U.K. Board of 
Trade. It was prepared under the general supervision of the U.K. 
Senior Trade Commissioner in Australia, Mr. J. B. Greaves. The 
authors consider that in spite of all qualifications, most people in Aus- 
tralia are better off than they were before, in material things and also 
in some other ways. They point to the remarkable expansion of secon- 
dary industry, due partly to governmental action in facilitating the 
conversion of war factories to peace-time production and to the con- 
tribution of immigrants, many of whom are highly skilled. However, 
they regard the achievement of greater and more efficient production 
as being a far from simple task. Amongst the many reasons for this, 
one of the most important is the acute and persistent shortage of basic 
products. 


UN sae NATIONS: Implementation of Full Employment Policies. Report 

o. 1. 3/- stg. 

An analysis of the replies of the governments of various countries 
to an enquiry by the Secretary-General of the U.N. concerning measures 
taken by these countries in the second half of 1949 for the purpose of 
achieving full employment. 


UNITED NATIONS: World Iron Ore Resources and their Utilization 
(United Nations, New York, 1950). 6/- stg. 

This work covers much more ground than the short title would 
indicate, in that only a small part of it deals with iron ore resources 
as such, the emphasis being placed on all aspects of utilization. Iron 
ore is considered in relation to coking coal reserves, and all the factors 
bearing on the expansion of iron and steel industries, especially in Latin 
America, Africa, Eastern Europe and Southern and Eastern Asia are 
considered. The emphasis on potential and probabilities in these parts 
of the world is bold, and is the type of economic exploration of which 
we are in need. 


UNITED NATIONS: Proceedings of the United Nations Scientific Con- 
ference on the Conservation and Utilization of Resources, 17 August- 
6 September, 1949. Volume I. Plenary Meetings. (United Nations, 
Lake Success, New York, 1950). 32/6 stg. 
To be reviewed. 


VAKIL, C. N.: Economic Consequences of Divided India (Vora & Co., 
Publishers Ltd., Bombay, 1950). Rs. 21. 
To be reviewed. 


VARIOUS AUTHORS: Reading in the Theory of Income Distribution 
(George Allen & Unwin Ltd., London, 1951). 30/- net. 
To be reviewed. 


VARIOUS AUTHORS: British Government Since 1918 (George Allen & 
Unwin Ltd., London, 1950). 16/- net. 

As in Australia, two world wars have led to a spectacular increase 
in the number of British Government officials, to the setting up of new 
Government Departments, to various transfers of functions between 
departments. The result was a considerable increase of government 
functions. The structure of the Cabinet was altered, and there were 
modifications of Parliamentary procedure, and readjustments in the 
mutua! relations of Parliament and Executive. This account of the 
changes that have occurred and of their results is very timely. 

VARIOUS AUTHORS: Das Osterreichische Investitionsprogramm, 1950-52 
(Carl Ueberreuter, Vienna, 1950). 
To be reviewed. 
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VARIOUS AUTHORS: Liberty and Learning. Essays in Honour of Sir 
James Hight (Whitcombe & Tombs Ltd., 1950). 

To be reviewed. 

WANDER, H.: Die Bedeutung der Auswanderung fiir die Lésung 
europaischer Fliichtlings—und Bevolkerungsprobleme (Kieler Studien). 
5 DM. 

An enquiry into the problem of refugees, including a discussion of 
the possibilities and the limits of a solution of the European refugee 
and population problem through migration. 

WILSON, T., and ANDREWS, P. W. S.: Oxford Studies in the Price 
Mechanism. (Oxford University Press, 1951). 39/6 Aust. 
To be reviewed. 
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